
SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

Schedule No. 4

PROPOSED FAIR RATE OF RETURN

MFR 6.1.1

Witness Responsible:

Ahern

Weighted Cost

of Captial

Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

Line

No Tvpe of Capital

Capital Structure
Ratio Cost Rate

7

2

3

4

5

6

7

8

9

10

77

12

13

74

Debt

Equity

lnterest Free Capital

Total Capital

Adjustment to Cost of Capital to Equal Faír Rate of Return

Recommended Fair Rate of Return for use in this case

lndicated level of coverage based on recommended

Fair Rate of Return for use in this case

Before lncome Taxes,all interest

Before lncome Taxes, all interest, before AFUDC

After lncome Taxes, all interest

After lncome Taxes, all interest, before AFUDC

Overall coverage¡ after lncome Taxes

Overall coverage, after lncome Taxes, before AFUDC

46.66%

53.34%

o.oo%

LOO.OOo/o

5.L9%

r0.25%
0.oo%

2.42%

5.47%

o.o0%

7.89o/o

o.oo%

7.89%

7.89%

Test Year

4.38X

4.97X
2.46X

2.78X
2.46X
2.78X



SUEZ Water Delaware

Minimum Filing Requirements of the Delaware Public Service Commission

Schedule No. 4A

PROPOSED FAIR RATE OF RETURN

At End of Test Year

Capital Ratios

MFR 6.1.2

W¡tness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

Line

Description

Lons-Term Debt:

Medium Term Notes

Notes Payable

Tax Exempt Notes

Subtotal

5 lnterest Free Capital

Common Equ¡tv:

Common Stock

Other Paid-ln-Capital

Retained Earnings

subtotal

10 Total Permanent Cap¡tal

Short Term Debt:

Notes Payable

Commercial Paper

Subtotal

t4 Total Capital Employed

At End of Test Period

Capital Ratios

No.

Amount

Outstandins

s 775,332,246

90,645,000

5 865,977,246

558,043,645

20,7t8,029
456,746,093

1,035,so7,767

1,901,485,013

s 1,901,485,013

Excluding

Short-Term

Debt

40.78%

o.00%

4.77%

4554%

0.00%

2935%
1.09%

24.O2%

54.46%

lncluding
Short-Term

Debt

40.78%

o.00%

4.77%

45.54%

0.o0%

2935%
t.o9%

24.O2%

54.46%

o.00%

0.o0%

0.00%

100.oo%

Amount

Outstanding

s 775,352,246

90,645,000

5 86s,997,246

558,043,645

20,7t8,029

417,259,456
990,021,130

1,856,018,376

s 1,8s6,018,376

Excluding

Short-Term

Debt

41,.78%

0.o0%

4.88%
46.66%

o.00%

30.07%

7.72%

22.1_6%

53.34%

lncluding

Short-Term

Debt

4t.78%
0.00%

4.88%

46.66%

0.o0%

30.o7%

1,.I2%

22.16%

5334%

0.00%

o.00%

0.00%

100.00%

1.

2

3

4

s6

7

8

9

LT

t2
13

s

s

s

s

s

ss



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

EMBEDDED COST OF DEBT

MFR 6.2.1

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

MFR

6.2 Embedded Cost of Debt

6.2.I Describe how short-term debt is allocated between rate base and non-rate base CWIP

Describe compensating balance requirements of credit line banks and supply documentation in support of such requirements.

lf the compensating balance requirements exceed the cash and float included in the working capital claim, give a statement

explaining the excess.

Response:

Short-term debt is allocated to CWIP in the same manner as long-term debt. For those Projects qualifying, an approved rate is

applied to reflect AFUDC on a monthly basis. There is no distinction made in this process between rate base and non-rate base

plant.

There are no compensating balance arrangements with any or our creditline banks



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

Schedule No. 4B

EMBEDDED COST OF DEBT

Amount
Outstanding

MFR 6.2.2

Witness Responsible:

Pauline Ahern
Delaware Public Service Commiss¡on

Company: SUEZ Water Delaware

Docket No.

Line

No. Series or lssue Designation

Percent

to Total

Cost Rate

Effective Weighted

sL

2

3

4

5

6

7

8

9

L0

t1.
t2
13

1,4

15

16

77

L8

L9

20

2I
22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

lvled¡um Term Note Ser¡es A 1998

Medium Term Note Series A 1998

Medium Term Note Series A '1998

Tax Exempt-Dauphin 92 TEF Series B

NEW UWR SENIOR NOTES 2015 SERIES A

NEW UWR SENIOR NOTES 2015 SERIES B

NEW UWR SENIOR NOTES 2015 SERIES C

Tax Exempt-Dauphin 92 TEF Series A

Tax Exempt-Boise 05 TEF

Tax Exempt-Pennsylvania Series 2007

Senior Note Ser¡es 201 0

Senior Note Series A

Senior Note Series B

Medium Term Note Mutual of Omaha A

Medium Term Note Mutual of Omaha B

Medium Term Note NY Life A

Medium Term Note NY Life B

Tax-Exemp!NY Series 20 f 0A

Senior Note Series 201 1

Pr¡vate Placement Note Series A

Private Placement Note Series B

EDA Fixed Rate Bonds

EDA Fixed Rate Bonds

EDA Fixed Rate Bonds

North Jersey Water District

Sen¡or Note 2012 Series A

Senior Note 2012 Series B

Senior Note

Senior Note Series 2010

UWR

UWR

UWR

Unamortized Costs Associated with Retired

Medium Term Note (S10M @ 8.84%)

Premium on Retirement of Medium Term Note

Premium on Retirement of Prudent Capital Corp.

Debt (520M @ I0.0s%,515M @ 9.s7%)

Unamortized Costs Associated with Retired

lacksonville Debt (SL2M @ 6.75%l

uw westchester TEF (s2.25M @ 8.85%)

Premium on Amortized S25MM 4.392%, S20MM 4.318%

and s20MM 4.3L9%

EDA Fixed Rate Bonds

EDA Fixed Rate Bonds

Tax Exempt-Boise 2001 TEF

Tax Exempt-DE 2002fEF
Tax Exempt NY (NR) 2002fEF

Total

25,000,000

s,000,000

1s,000,000

4,185,000

75,000,000

75,000,000

L25,000,000

10,000,000

1.8,245,000

23,215,000
45,000,000

15,000,000

15,000,000

7,500,000

7,500,000

12,500,000

12,500,000

35,000,000

20,000,000

3s,000,000
40,000,000
20,000,000

30,000,000

80,000,000

255,323
10,000,000

30,000,000

12,000,000

30,000,000

s,000,000
25,000,000

3,O76,923

2.89%

0.s8%

1.73%

o.48%

8.66%

8.66o/o

74.43%

L.15%

2.tr%
2.68%

5.20%

L.73%

1.73%

0.87o/o

o.87%

L.44%

L.44%

4.04%

231%
4.04%

4.62%

23L%
3.46%

9.24%

0.03%

LTs%
3.46%

1,.39%

3.46%

0.58%

2.89%

036%
100.00%

7s7%
6.99%

7.20%

6ß1%
3.89%

3.69%

4.I7%
7.20%

5.31%

4.88%

5.2Lo/o

5.77%

6.22%

6.60%

6.6s%

6.29%

6.39%

5.1,r%

4.5L%

4.50%

4.95o/"

5.3r%
s.65%
530%
6.58%

3.97%

4.35%

9.04%

4.83%

7.L2%

8.1J%

6.77%

0.22%

0.04%

0.L3%

0.03%

o.34%

032%
0.6r%
0.o8%

0.tt%
0.L3o/o

0.27%

0.t0%
o.r1%
0.06%

0.06%

0.09%

0.o9%

0.21%

0.L0%

0.18%

o.23%

0.12%

0.79%

0.48%

0.o0%

0.04%

o.15%

0.r3%
0.17%

0.04o/o

0.24%

0.02%

S 86s,977,246 5.L0%

0.00%

O.0oo/o

0.o4%

0.00%

0.00%

0.oo%

0.01%

0.01%

0.o2%

0.01%

0.01%

37

38

39

40

4L

42

43

44 5.19%



SUEZ Water Delaware

Minimum FilÌng Requ¡rements of the Delaware Publ¡c Sery¡ce Commission

Schedule No.4C

EMEEDDÊD COST OF DEBT

Stated

lnterest
Rate

Net Dìscount

Prem¡um and

Expense

Amortization

MFR 6 2.2

Witness Responsible:

Pâuline Ahern

Weighed

Embedded Êmbedded

Cost Cost

Rate Rate

(k)
Expense

(h)

Delaware Public Serv¡ce Comm¡ss¡on

company: SUEZ Wâter Delaware

Docket No

L¡ne

Series of lssue Designat¡on
(a)

Medium Term Note series A 1998

Medium Term Note Series A 1998

Med¡um Term Note Series A 1998

Tax Exempt-Dauphin 92 TEF Series B

NEW UWR SENIOR NOTES 2015 SERIES A

NEW UWR SENIOR NOTES 2015 SERIES B

NEW UWR SENIOR NOTES 2015 SERIES C

Tax Exempt-Dãuphin 92 TEF Serìes A

Tax Exempt-Boise 05 TEF

Tax Exempt-Pennsylvan¡ê Ser¡es 2007

senior Note Series 2010

Senior Note Series A

Senior Note series B

Med¡um Term Note Mutual of Omaha A

Medium Term Note Mutual of Omaha B

Medium Term Note NY Life A

Medium Term Note NY Life B

Tax-Exempt-NY Ser¡es 20104

senior Note 5er¡es 2011

Private Placement Note Ser¡es A

Private Placement Note Ser¡es B

EDA Fixed Rête Bonds

EDA F¡xed Rate Bonds

EDA Fixed Rate Bonds

North lersey Water District

Senìor Note 2012 Series A

senior Note 2012 series I
Senior Note

senior Note Ser¡es 2010

UWR

UWR

UWR

Unamortized

Net D¡scount

Matur¡ty Amount Prem¡um and Net

Date OutstandÌng Expense Proceeds

(.) (d) (e) (f)

Feb-23s 25,OOO,OOO s 688,58s s 24,317,475

Dec-17 5,000,000 8,064 4,991,936

Feb-28 15,000,000 95,860 14903,140

Jun-17 4,185,000 5,831 4,779,f69
Aug-30 75,000,000 651,230 74344,770

Aug-31 75,000,000 652,155 74,347'845

Aug-35 125,000,000 7,09L,79r 723,904,209

Jun-24 10,000,000 161,660 9,838,340

May-35 18,245,000 7,3I7,52A L6,927,472

Feb-37 23,215,000 922,43A 22,292,562

Jan-25 45,000,000 806,500 44,L93,4oo

Nov-17 15,000,000 29,256 74,970,744

Nov-28 15,000,000 93,930 14,906,070

Oct-29 7,500,000 33,990 7,466,0!0

Dec-29 7,500,000 34,402 7,465,594

Oct-18 12,500,000 23,760 72,476,240

Dec-18 12,500,000 25,340 12,474,660

Sep40 35,000,000 A9I,256 34,704,744

Dec-27 20,000,000 635,616 79,364F44

Apt-2I 35,000,000 7o7,I99 34,A92,aO7

Apr-26 40,000,000 724,746 39'275,254

Nov-25 20,000,000 1,050,935 18,949,065

Nov-25 30,000,000 7,470,339 2A,529,661

Nov-26 80,000,000 3,725,790 76,274,470

Jul-24 255,323 255,323

Oct-27 10,000,000 4O4,IA4 9,595,816

Oct-32 30,000,000 7,292,770 2a,7o7,290

Jan-25 12,000,000 36,297 L7,963,7o9

Feb-20 30,000,000 95,300 29,9o4,7OO

5,000,000 15,000 4,985,000

25,000,000 a4,502 24,9!5,498
3,076,923 7,500 3,069,423

(b)

lssue

Date

Feb-98

Dec-98

Feb-98

Jun-92

Aug-15

Aug-15

Aug-15

Jun-92

May-05

Feb-07

Jan-10

Nov-07

Nov-07

Oct-08

Dec-08

Oct-08

Dec-08

Sep-10

Dec-11

Apr-11

Apr-11

Nov-96

Nov-g6

Nov-96

n/a

Oct-Iz
od-12
lan-95

Feb-10

Annual
lnterest Annual

Cost

(i)(Ì) (t)
No

1

2

3

4

5

6

7

8

9

10

11

72

13

14

15

1b

71

18

19

20

27

22

23

24

25

26

27

28

29

30

31

32

s 848,793,0s7 s 4t,772,305 s

34,392

77,Ð2
4,O32

22,472

3,000

46,O92

1,500

L,487,164

),ÞfÞ

)) õc)

s 43,2s9,468

5,616

22,092

6 97%

6 90%

7 10.h

6 70%

3 80%

3 60%

4 O96/d

6 90%

4 55%

4 50%

4 92%

5 66%

6 13%

6 54%

6 59%

6 21%

6 31%

4 8ø'/.

4 10%

4 43%

4 68%

4 50%

4 AA'/ø

4 63%

6 58%

3 47%

3 91%

I 980Á

4 74%

7 04%

7 90%

6 70%

7,742,500

345,000

1,065,000

280,395

2,850,000

2,700,000

5,112,500

690,000

830,148

7,0M,675
z,274,OOO

849,000

919,500

490,500

494,250

776,250

748,750

L,706,250

820,000

1,549,533

7,A12,OOO

900,000

1,462,500

3,700,000

16,800

347,OOO

1,173,000

7,O17,600

r,422,OOO

352,000

1,975,000

206,Ls4

97,212

4,O32

8,016

4,776

44,402

47,627

55,515

18,480

68,148

43,752

88,800

75,2æ
7,272

2,472

2,472

8,540

8,688

36,732

52,968

20,388

70,704

706,a72

!44,212
343,860

!,a39,772

349,032

1,073,016

284Þn

2,a94,402

2,74L,627

5,168,015

708,440

898,296

r,oaa,421

23O2,aOO

864,264

492,972

496,722

744,490

797,43A

r,742342
472,964

r,s69,927
7,942,704

7,006,A72

L,670,772

4,0ø.3,460

16,800

3A!392
7,250,L72

L,OA7,632

7,4ø'4¿412

355,000

2,OZ!,O92

201,654

1 57%

6.99%

7.20%

6.87%

3.a9%

369%
471%

5-37%

4AA%

5 21%

5.71%

6.22%

660%
665%
6.29%

6-39%

5.7r%

45I%
4.50%

495%
537%
5.65%

530%
65A%

3 97%

4.35%

9.04%

4.a3%

7.tz%
a.r7%

6.77%

0.22%

o.o4%

o-73%

o03%

o34%

0.32%

o.6lo/o

o.oa%

o.77%

o.L3%

0.27%

o.70%

0.77%

o.06%

o.06%

0.090/.

o.o9%

o2L%

o.Lo%

o \a%

0.23%

o.7z%

o79%
o 4a%

ooo%
0.o40/"

0.75%

o.73%

o t7%

o 04%

o.24%

o02%

33 Total LongTerm Debt

34 Unamort¡zed Costs Associated w¡th Retired
Medium Term Note (510M @ 8 84%)

35 Prem¡um on Ret¡rement of Medìum Term Note

Premium on Rel¡rement of Prudent Capital Corp.

Debt ($2oM @ 10.0s%, slsM @ 9,s7%)

36 Unamortized Costs Associated w¡th Retired

.lacksonville Debt (S12M @ 6.15%l

37 uW WestchesterTEF (s2 25M @ 8.85%)

38 Premìum on Amortized s25MM 4 392%, S2OMM 4 378%

and S2oMM 4.319%

39 EDA F¡xed Rate Bonds

40 EDA Fixed Rate Bonds

41 Tax Exempt-Boise 2001 TEF

42 Tax Exempt-DE 2002 TEF

43 Tax Exempt NY (NR) 2002 TEF

s 865,977,246 $ 17,184,189

57,0r2

200,569

2,447,600

159,929

2,136

90,807

696,737

2,097,296

2,O77,O70

1,301,066

969,882

2,736

D,454
53,940

88,680

732,132
74,964

53,388

77,458

53,940

88,680

r32,r32
74,964

53,388

ooo%
o 07%

o 07%

o02%

o 07%

o.o7%

o oo%

o oo%

2,!36 000% ooo%

5,lo%

o.oo%

o.oo%

340,992

24,924

340,992

24,924

o 04%

o ooo/.

0.040Á

o oo%

44 Totals s 27,666,393 s 2,303,486 s 44,075,791

o.oo%

o.or%

o.or%

o 02%

o 07%

o07%

s.t9%



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

EMBEDDED COST OF DEBT

MFR 6.2.3

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company; SUEZ Water Delaware

Docket No.

MFR

6.2

6.2.3

Response:

Embedded Cost of Debt

Describe the long-term debt re-acquisitions by company and parent company, if applicable, as follows: re-acquisitions by issue

by year; total gain by acquisitions by year; accounting of gain for income tax and book purposes.

Not applicable



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

EMBEDDED COST OF DEBT

MFR 6.2.4

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

MFR

6.2 Embedded Cost of Debt

6.2.4 ln the event that applicant believes the true or economic cost of debt exceeds the nominal costs shown in Schedule 4C because

of convertible features, sale with warrants or for any other reason, a full statement of the basis for this claim should be

provided.

Response:

Not applicable.



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

RATE OF RETURN

MFR 6.3.1

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

MFR

6,3 Embedded Cost of Preferred Stock

6.3.1 Complete Schedules 4D & E to show the cost of preferred stock. Use the preferred stock cost rates most appropriate to the

capital structure adopted for cost of capital computations, i.e., if a test year end capital structure is used, use a test year end

embedded cost analysis.

Response:

Not applicable.



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

RATE OF RETURN

MFR 6.3.2

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

MFR

6.3 Embedded Cost of Preferred Stock

6.3.2 Describe preferred stock reacquisitions by company and by parent company, if applicable, as follows: reacquisitions by issue

year; total gain by acquisitions by year; account¡ng for gain for income tax and book for financial reporting purposes.

Response:

Not applicable



MFR 6.3.3

SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

RATE OF RETURN

Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No

MFR

6.3 Embedded Cost of Preferred Stock

6.3.2 ln the event that applicant claims a true or economic cost higher than the nominal rate shown in Schedule 4E due to

convertibility orfor any other reason, a full statement of the basis forthis claim shall be furnished.

Response:

Not applicable

Witness Responsible:

Pauline Ahern



SUEZ Water Delaware

Minimum Filing Requirements of the
Delaware Public Service Commission

COMMON EQUITY COST RATES

MFR 6.4.1

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

MFR

6.4 Embedded Cost of Preferred Stock

6.4,L Provide data on all common equity public stock offerings (including registered secondary offerings) for the current year and for

the previous five calendar years. Use Schedule form 4F.

Response:

Not applicable.



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

COMMON EQUITY COST RATES

MFR 6.4.2

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

MFR

6.4

6.4.2

Response:

Embedded Cost of Preferred Stock

Provide a summary statement of all stock dividends, splits or par value changes in the last five years.

Not applicable.



Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

Line

SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

Schedule No. 4G

COMMON EQUITY COST RATES

COMPARATIVE FINANCIAL DATA - GENERAL

Next Most

Recent

Calendar Year

MFR 6.4.3

Witness Responsible:

Pauline Ahern

Test Year Test PeriodlNo Item

Most Recent

Calendar Year

7

2

3

4

5

6

7

8

9

10

tt
!2
13

14

15

(a)

Embedded Cost - Long Term Debt

Embedded Cost - Preferred Stock

Pretax I nterest Coverage

Pretax lnterest Coverage, Before AFUDC

After Tax lnterest Coverage

After Tax lnterest Coverage, Before AFUDC

lndenture Provision Coverage

After Tax lnterest and Preferred Dividend Coverage

After Tax lnterest and Preferred Dividend Coverage,Before

AFUDC

Moody's Bond Rating - Senior Debt

S&P Bond Rating - Senior Debt

Moody's Preferred Stock Rating

S&P Preferred Stock Rating

Rate of Return on Net Plant in Service

Rate of Return on Total Capital

Percentage of Revenues From

Electric Service

Gas Service

Telephone Service
Water Service

Percentage of Fuel Used:

Coal

oil
Gas

Nuclear

Other

(b)

6.O3%

0.oo%

4.73x
4.78x
2.66x

2.68x

2.56x

2.66x

2.68x

(c)

5.79%
o.oo%

4.75x

5.43x

2,73x
3.11x

2.83x

2.73x
3.11x

(d)

5.r8%
o.oo%

4.38x

4.97x

2.46x
2.78x
2.83x

2.46x
2.78x

(e)

519%
o.oo%

A-

na

na

A.

na

na

A-

na

na

16

17

18

19

20

27

22

23

24

25

26

27 Composite Depre¡cation Rate



Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

Line

No. Item

SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

No.4H

COMMON EQUITY COST RATES

coMPARrïVE FTNANCIAL DATA - COMMON STOCK (1)
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MFR 6.4.4
Schedule PMA-'l

SUEZ Water Delaware Inc.

Summary of Cost of Capital and Fair Rate of Return

Inc.

Type Of Capital

Long-Term Debt

Common Equity

Total

[1) Company provided.

[2) From Workpaper PMA-1.

Ratios 1

46.660/o

53.34o/o

100.00%

Cost Rate

5.79o/o (L)

1.0.40o/o (2)

Weighted
Cost Rate

2.42o/o

5,55%

7.97o/o

Notes:



SUEZ Water Delaware Inc.

Brief Summary of Common Equity Cost Rate

Line No. Principal Methods

Discounted Cash FIow Model [DCF) (1)

Risk Premium Model [RPM) (2)

Capital Asset Pricing Model (CAPM) [3)

Market Models Applied to Comparable Rish Non-Price

Regulated Companies (4)

Indicated Common Equity Cost Rate before Adjustment
for Business Risks

Size Adjustment [5J

Indicated Common Equity Cost Rate

Notes: (1)
(z)

t3)
(4)

tsl

1

MFR 6.4.4
Workpaper PMA-1

The Proxy Group of
Eight Water
Companies

8.51 o/o

L0.42

9.93

17.2L

10.10 o/o

0.30

10.40 o/o

2.

3.

4.

5

6.

7.

B. Recommended Common Equity Cost Rate 10.40 o/o

From Workpaper PMA-4.

From page 1 of Workpaper PMA-S.

From page 1 of Workpaper PMA-6.

From page 1 of Workpaper PMA-8.

Business risk adjustment to reflect SUEZ Water Delaware Inc.'s greater business risk

due to its small size relative to the proxy group as detailed in Ms. Ahern's

accompanying direct testimonY.



SUEZ Water Deìaware Inc.

2014 Capital Intensity of SUEZ Water Delaware lnc. and

AUS Utilitv Reoorts UtiliW Comoanies Industrv Averages

MFR 6.4.4
Workpaper PMA-2

Page 1 of 2

Capital Intensity
SUEZ Water Delaware Inc,

v. Other Industries
( times )

Il4.68a/o
770.94Vo
2O7.8ïo/o
268.05o/o

SUEZ Water Delaware Inc.

Wâter Industry Averâge
Electric Industry Average
Comb. Elec. & Gas IndustryAverage
Gas Dist. Industry Average

$5.00

$4.50

$4.00

$3.50

$3.00

$z.so
$2.00

$1.50

$1.00

$o.so
$0.00

Average
Net Plant

[$ milll

120.18
2,4t7.70

77,004.44
t6,r09.32

3,842.72

Total
0perating
Revenue

[$ milll

Capital
lntensity

26.st
6L7.L5

6,422.08
7,385.2t
2,27t.59

4.53
3.95
2.65
2.78
t.69

$

$

$

$

$

.53

2014 Gap ital lntensitv

$2.65

$2 18
$1.6e

SWDE

Notes:
Capital Intensity is equal to Net Plant divided by Total 0perating Revenue.

Source oflnformation:
EDGAR 0nline's I-Metrix Databâse

Company Annual Forms 10-K

AUS Utility Reports - December 2015
Published By AUS Consullants

SUEZ Water Delaware Inc.'s Annual Report to the Delaware Public Service Commission for the year ended December 31, 2014

Water lndustry
Average

Electric lndustry
Average

Comb. Elec. & Gas Gas Dist. lndustry
lndustry Average Average



SIJEZ Water Delâware Ipc.

2014 Effective Depreciation Rate ofSUEZWater Deìaware lnc and

AUS Utilitv Reports Utiliw Comoanies ìndustrv Averases

MFR 6.4.4
Workpaper PMA-2

Page 2 of 2

DepreciatioD Rate

SliEZ Water Deìaware ìnc.

Depreciation
Depìetion

& AmorL Expense

Average Total
Gross Plant
Less CWIP

Depreciation
Rate

l$ rnillì [$ miÌl] v. Other fndustries

I times J

SUDZ Water Delaware lnc.
Water Tndustry Average
Eìectric Industry AveraBe
Comb E&G lndustry Average
Cas Dist. Industry Average

3.01
80.97

727.38
756.74
782.93

$

$

$

$

$

t22.48
2,739.56

22,063.77
22,24L.95

4,979.42

2.s%
3.0o/o

3.3o/o

3.4o/o

3.7o/o

83.330/o

75,7 60/o

73.530/o

67.57o/o

4.0%

3.5%

3.0%

2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

2014 Effective Depreciation Rate

3.3% 3A%

3.0%

2.5%

3.7

SWDE

Notes:
Effective Depreciation Rate is equal to Depreciation, Depletion and Amortizat¡on Expense divided by

average beginning and ending year's Gross Plant minus Construction Work ¡ n Progress.

Source of Information:
EDGAR Online's l-Metrix DaLabase

Company Annual Forms 10-K

AUS Utility Reports - Decembe¡ 2015
Published by AUS Consultants

SUEZ Water Delaware Inc.'s Annual Report to the Delaware Pubìic Service Commission for the year ended December 31, 2014

Water lndustry
Average

Electric lndustry
Average

Comb E&G lndustry
Average

Gas Dist. lndustry
Average



The Proxv Croup of Eight Water Compan ies

CAPITALIZATION AND FINANCIAL STATISTICS (1)

2010-2014.lnclusive

2013 20L2 2011
(MILLIONS OF DOLLARS)

MFR 6.4.4
Workpaper PMA-3

Page 1 of 2

20L0

CAPITALIZATION STATISTf CS

AMOUNT OF CAPìTAL EMPLOYED

TOTAL PERMANENT CAPITAL

SHORT-TERM DEBT

TOTAL CAPITAL EMPLOYED

INDICATED AVERAGE CAPITAL COST RATES [2ì
TOTAL DEBT

PREFERRED STOCK

CAPITAL STRUCTURE RATIOS

BASED ON TOTAL PERMANENT CAPITAL:

LONG-TERM DEBT

PREFERRED STOCK

COMMON EQUITY

TOTAL

BASED ON TOTAL CAPìTAL:

TOTAL DEBT, INCLUDING SHORT.TERM

PREFERRED STOCK

COMMON EQUITY

TOTAL

FINANCIAL STATISTICS

FINANCIAL RATIOS - MARKET BASED

EARNINGS / PRICE RATIO

MARKET / AVERAGE BOOK RATIO

DIVIDEND YIELD
DIVIDEND PAYOUT RATìO

RATE OF RETURN ON AVERAGE BOOK COMMON EQUITY

TOTAL DEBT / EBITDA (3I

FUNDS FROM OPERATìONS / TOTAL DEBT (4ì

TOTAL DEBT / TOTAL CAPITAL

Notes:

2074

52,r56.407
$72.459

s2.228.A66

$2ßça.747
$95.58e

þJ54.33É

$1,e98.358
$60.5e4

$2.058.95 2

st,926.36e
$89.698

s2.D't 6.067

$1,901.851
$56.420

$_1,958¿2_!

5.D9 o/o

5.30 %

+5.77 %
0.13

54.16
100.00 %

47.0O o/o

0.13

52.87

1-0-0-oo %

5.44 o/o

272,8+
2.79

52.49

5.79 0/o

5.51 %

46.24 o/o

o.76
53.60

10-Q,QO %o

47.77 o/o

0.15

52.08
10-0.01t %

4.84 o/o

206.33
2.91,

5.36 o/o

5.53 %

49.32 o/o

0.18
50.50

100.00 o/o

50,87 0/o

0.77
+a.96

-1-q0,00 %

5.47 o/o

1A7.65
3.77

60.45

70.72 o/o

3.83 X

20,9s o/o

50.A7 o/o

5.32 o/o

5.53 o/o

50,97 0/o

0.21
48.88

1@%

52.68 o/o

0.19
47.1,3

100.00 %

9.3O o/o

4.30 X

19.26 o/o

52,68 o/o

5.54 o/o

5.54 o/o

50,74 0/o

0.27
49.05

10.@ o/o

5 YEAR

AVERAGE

+8.58 %
0.18

51-.24

@%

52.82 o/o

o.20
46.94

!Q@Q o/o

50.23 o/o

o.77
+9.60

1_0_0-00 %

5.L9 o/o

787.94
3.40

64.A9

5.18 %
181.79

3.39
65.69

5.22 û/o

794.17
3.13

60,38

'l-1-.38 o/î 10.08 %

3.40 x 3.65 X

25.99 o/o 22.97 o/o

47.00 o/o 47.77 %

9.29 o/o 10.03 %

4.55 X 3,95 X

t7.6O oh 21.34 o/o

52.82 o/o 50.23 o/o

(1) All capitaìization and linancial statistics for the group are tìre arithmetic average ol the achieved resulLs

for each inclividual company in the group, and are based upon f¡nancial statements as or¡Sinally reported

in each year.

[2] Computed by reìating actual total debt interest or preferred stock dividends booked to average ol
beginning and ending total debt or preferred stock reported to be oùtstandinS.

[3) Total d ebt relative to E B ITDA [Earnings before I n te rest, I ncome Taxes, D epreciat¡o n an d Amort¡zation].

(4) Fundsfromoperations(sumofnetincome,depreciation,amortization,netdeferredincometaxand
investment tax credits, less total AFUDCI plus interest charges as a percentage of total debt

Source of htformation: CompanyAnnual Forms L0-K



MFR 6.4.4
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Capital Structure Based uoon Totaì Permanent Caoital for the

The Proxy Group ofE¡ghtWater ComDanies

2010 - 2014. tnclusive

201+ 2073 2072 20tI 2070

American States Water Co.

Long-Term Debt

Preferred stock
Common Equity

Total Capital

American Water Works
Companv lnc
Long-Term Debt

Preferred stock

colnmon Equity

Total Capital

Aqua America lnc
Long-Term Debt

Preferred Stock

Common Equity
Total Capital

Cal¡fornia Water Service
GrouD

Long-Term Debt

Preferred Stock

Common Equity

Total Capital

Connecticut Water Seruice

J.!c
Long-Term Debt

Preferred Stock

Common Equity
Total Cap¡tal

Middlesex Water Co.

Long-Term Debt

Preferred Stock

Common Equity
Total Capital

SIW corb

Long-Term Debt

Preferred Stock

Common Equity

Totãl Capital

York Water Co.

Long-Term Debt

Preferred Stock

Common Equity

Total Capitaì

The Prow Grouo of Eight
Water Companies

Long-Term Debt

Preferred Stock

Common Equity
Total Capital

Source ofÌnformation
Annual Forms 10-K

39.L5 0/o

0,00

60.85

100.00 %

52.7O o/o

0.15
47.t5

100.00 %

49.45 û/o

0.00

50.55

100.00 %

52,42 0/o

o.'17

+7.47

100.00 %

4O.30 o/o

0.00

59.70

100.00 o/o

44,30 0/o

0.00

55.70

----1!!.9q %

54.30 0/o

o.2l
+5.+9

---f99-9q 
%

56.73 o/o

o.29

42.94

100.00 %

54.37 o/o

0.22

+5.41

100.00 %

50.32 o/o

0.01

+9.67

__19!_9q %

57.O5 o/o

0.02

42.93

____1!0.9q 7o

+2.+9 Vo 45.46 o/o

0.00 0.00

57.51 54.54

100.00 o/o 100.00 o/o

55.72 o/o

o.27

4+.07

100.00 %

53.47 o/o 54.77 %
0.01 0.02

46.58 +5.A7

100.00 % 100.00 o/o

5 YEAR

AVERAGE

42.34 o/o

0.00

57.66

100.00 %

52.87 0/o

0.01

47.72

100.00 %

50.39 Vo

0.00

49.67

100.00 % 100.00 o/o 100.00 %

4O.46 o/o

0.00
s9.54

42.03 o/o

0.00

5?.97

52.O4 o/n 52.57 o/o 47.49 o/o

0.00 0.00 0.00

+7.96 +7 ,49 52.51

100.00 % 100.00 % 100,00 %

45.97 % 47.34 o/o 49.O3 o/o

o.20 0.20 0.21

53.90 52.46 50.76

100.01 o/o 100.00 o/o 100 00 %

5305 %
0.30

46.65

100.00 %

49.32 o/o

0.34

50,34

_{!_9q %

48.93 o/o

0.25

50.82

100.00 o/o

47.55 o/¡ 4]..37 o/o +3'53 Vo

o.77 0.88 7.O2

s7.74 57.75 55.45

100.00 % 100.00 % 100.00 %

43.97 o/o 42.69 o/o

1.O7 0.95

55.02 56.36

roooo ø --roo¡o ø

43.12 Vo

1.06

55.82

100.00 %

57.66 o/o

0.00

4A34
100.00 %

57.09 o/o 55.39 o/o

0.00 0.00

4A.97 ++.6'1,

100.00 % 100.00 %

56.63 o/o

0.00

43,37
100.00 o/n

45.98 o/o 47.76 o/o

0.00 0.00

54.02 52.84

100.00 % 100.00 7o

49.32 o/o

0.18

50.50

100.00 %

53.79 o/o

0.00

46.27

__ r!!.gq %

53.71 o/o

0.00

46.29

100.00 %

44.8I o/o

0.00

55.19

100.00 %

45.71 o/o

0.13

54.16

____1!!.0q %

45O7 o/o

0.00

54.93

-199!Lolo

48.28 o/o

0.00

5r.72

----1!9910/o

46.26 Vo

0.00

53.74

100.00 %

50.74 o/o 48.58 o/o

0.2L 0.18

49.05 57.24

100.00 % 100.00 o/o

46.24 o/o

0.16

53.60

100.00 o/o

50.97 %
o.2l

48.88

____l!!iq %



SuEZWater Delawîre lnc

Ihd¡cáted Cohhon EquiÈy CostRate us¡ng the D¡scounþd Cãsh Flow Model for

The Prow GrouÞ ofEiqhtWater Cohþån¡es

MFR 6.4.4
Workpaper PMA-4

Page 1 of I

t8ll1l l2l 13l t4l tsl t6l

Projected

Growtlì ih
EPS (31

Adjusted

Dividend Yield (41

17l

Pr oxy croup ofEight Wãter Companies

Âverage

Dividend
Yield (1ì

ProiecÈed

Growth ¡n

EPS (2)

Consensus
Pro¡ecled F¡ve

Yeår Crowth Râte

ih EPS

Zãck's Five

Projecled

Crowth Rate

in EPS

Projected

Growth ¡n

EPS

lnd¡cated
Cohmon

Equity Cost

Råte (s)

5.00

7,2n

6,00

5.00

5.00

NÂ

NA

4.00

7,34

s.55

5.00

5,00

NA

NA

NA

o/o6.00

7.00

7,50

6,50

4.50

5.00

1.50

6,50

Vo220
243
259
303

296
323

2s5
275

% % 225
252

267
311
303
329
265

243

4,00

7,34

5.55

5.00

5.00

2,70

14.00

4,90

ol¡ 4,75 %l

7,22

6.15

5.38

488
3.85

7,75

570

7,îO

9.7 4

a.a2

4.49

791
7t4

10,40

8,53

aso o/o

oa

o/r
Aherican sbtes Wåter Co,

Aherican WâÞr Works compâny lnc

California Water Service 6roup

ConnecticutWater SeNice lhc

M¡ddlesex Water Co.

slW corp

Average

Med¡an

Aver age ofMeån and Ived¡ân

o/o851

851

NÀ=NotAva¡lalt¡e

NMF = Not Mean¡nCtul Figure

Source o[ìnformåhon:

(1) t¡dicaredd¡üdendar11/30/20lSdividedbytheaverageclos¡nspriceoftheìast60tradihgdãysendihgll/30/2015foreach

(21 From pages 2 through 10 ofthis Workpaper.

[3] Average ofcolumns 2 through 5 exclud¡ng neg¿bve growth rates.

[4)Thisreflecbaerowrhråbcomponeìtequaltoone-hålfthecoìcluslohofgrowthrate(frohcolumn6)xcolumnltoreflectthe
periodicpaymehrofdiüdends(GordonModel)asopposedtothecohdnuouspayheñLThus,forAhericanSbþsWaterCo,2zOVi
x (1+(I/2x 4,?st/¡)) = 2'2so/r'

(51 Colunn 6 + column 7

Våhe LiDe lnveshehtSuweY
M.reuter6 com Downloaded on 11/30/2015

www.zacks.com Downloaded on 11/30/2015
www,yrhoo.com Downloaded oh 11/30/2015
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i[J 2.2T0Fiî,'l' 41,33 'JÍ" 26.0(ffiJilt;i8:i) FËåtïã 1.49AJìllER, STATES WATER NYSE.,wn
a2
5.3

24.1
170

33 1

240
387
270

424
358

231 21 0
13 5

194
149

19I
156TTMELTNESS 2 Ruirøolvrs

SAFETY 2 aultatpuz

TEcHNtcAL 4 nu¡r¡rolrolr¡

BETA 70 (1 00 = Market)

134 173H¡9h:
1

219

3JoF2
2.íor1

t

)|ll1t+1 I I

'ïnNDJFIIIAIIìJJ
000000000
'1 01010101
301010031

lo Buy

0plions
loS.ll

Tote
Gain

7%
-1%

Pr¡co
Hioh 50Ldw 35

I

O/O TOT. RETURN 9/15

'10

7.5

VTARIIH'
TDEX

-4.0
37.9
68.4

15

lHls
sTocx

1

3

5

yr
yf

Pr¡ce
2019

392
101 7

166 5

lnst¡tut¡onal Dec¡s¡ons
402014 lQ20t5 2Q2015

loBuy 99 86 80
tos¿ll A7 93 82
Hld'sl0ool 23380 23637 23707

24
16
I

-a. 
I

Percent
shares
traded

18 LL2011 2012 2013 2014 2015 201 62002 2003 zoo4 2005 z00o 2UU7 zuuö
14.85

3.50

2,15

1.15

921
169

78

50

974
170

81

ct

'10 71

211
111

52

11 12

213
112

55

1212
248
141

64

12 19

265
'1 61

76

1217

2,67

157

83

12.20

2.75

1.60

.8t

12,35

2,95

1.10

.92

Revenues persh

"Cash FloW' per sh

Eamings persh a

Div'd Decl'd Per sh ar

645
113

60

43

608
110

64

43

653
126

67

43

689
127

67

44

699
104

20

44

681

111
53

44

703
132

66

45

788
145

67

46

875
'1 65

81

48

z,tu
12,70

2.15

13.20

Cap'l Spending per sh

Book Value per sh

220
14.85

212
786

195

832
145

877

zZJ

897 970
212

l0 13

213
10 84

1u
11 80

252
1272

lu9
13,24591

151

637 661

134

702
1UU

698
251

7.51

3t,tn)34 46 34 60 3/,06 3t 2b J/ /U Jö 5J ,3ó 12 Jö.29 J0. vu 36,50'¿bðt 3024 3u 24 JU Jb 3U 42 JJ.5U JJ bU 34 10

20.5

1.30

151

100
30%

15.4

.97

3,2T0

14,3

91

3 1o/o

1t2
97

270/o

'¿u 
1

106

2.60/o

Bold fig

esli¡
L¡ne

Avg Ann'l P/E Ratio

Relative P/E Râtio

Avg Ann'l Div'd Yield

11 1

97

420/o

'15.9

1,03

4.20/o

16./

.86

3.9%

1ö3
100

36%

J1,Y

1.82

3,50/o

232
123

36%

21,9

117

3 1o/o

2t.t
1,50

24 t)

127

2 5Yo

22.6
'1.36

2.90/o

212
141

29Vo

466 I
541

472 |
627

465 I
61 1

450

60.0

450

62.5

Revenues ($mill)

Net Prof¡t f$milll

550

80.0
2362
¿¿a

268 6

231

301 4

280
318 7

268
361 0

295
398 I

414
419 3

420
3t.V/o

1.0%

38 970

320Â

432%

58%

41 1%

200k

399%
250/o

36 370

25To

38 4Yo

50k

38.æ/o

5%

38.0%

10%

ncome Tar Rale
qFUDC % to Net Profit

47 00k 405%

1220k

4260/o

85%

37 8o/o

69%
420%

58.00/"

-ong-Tem Debt Ratio

;ommon Eouitv Relio

42.0%

58.f/o
4E60/o

51 4o/r

46 9Yo

53,1%

462%

53 8%

45 9To

54 1o/o

443%
557%

45 4o/o

54 6%

4220/o

51 8o/o

39 8%

60 2%

39,1%

60,9%o

41.0%

59.0%

50 4Vo

49 6%

749 1

896 5

787 0

917 I
818 4

981 5

832 6
't003 5

EUI

1050

ülu
1100

Total Cepital {$mill)
Net Plant ($mill)

950

1250
532 5

713.2

551 6

750 6

569 4

776 4

577 0

825 3

665 0

866 4

617.4

855 0

t1%
10 3%

l0 390

ð3%

11 9%

11 9o/o

I 990

1270k

1270k

8,6%

1200/o

1200/o

9.0%

12,5%

12,5%

9.0%

13,0%

13,0%

Return on Total cap'l

Return on Shr Equity

Return on Com Equ¡ty

9.5%

14.5%

14.5%

5 40k

85%
85%

60%
81%

81%

6 7Yo

93%
9 3Yo

64%
86%
86%

59%

820/o

82%

1 6lo

11 00k

11 0olo

CAPITAL SIRUCTURE as of 6/30/16
Tohl Dobt $325 I mill 0u0 in 6 Yrs $41 6 mill
LT Dsbt $325 ô mill LT lntorost $22 0 mill

(41% ofCaP'l)

Loases, Uncapitâlizsd: Annual rentals $0 4 mill
P6ns¡on Assots-í2114 $140 6 mill

0bli9. $185 2 rnill.

Pfd Stock None

Comnon Stock 37,240,678 shs
as ot 813116

MARKET CAP: $'1.5 billion (Mid Cep) 5.5%

54%

Retained to Com Eq

All Div'ds to Net Prof

6,5%

53%

39%

5870

31%
640/i

3.2%

6'1%

5 EYo

47%

5,JYo

490/0

6.6%

450/0

6.8%

470/o

570/o

53%

6,0%

54%

2 80/¡

670k

2lo/o

67Yo

BUSINESS: Ameriæn Stales Waler Co operates as a hold¡ng

company, Through ils principal subsid¡ary, Golden States Water

Company, it supplies water lo 258,191 customers ¡n 75 com-

munities and 10 counlies Seru¡æ areâs include the greater

melropol¡lan areas o[ Los Angeles and Orange Counlies The mm-
pany also provides electric ulilily seruices lo 23,716 cuslomers in

the c¡ty of Big Bear Lake and in areas of San Bemard¡no County

Sold Chapaffil Cily Water of Arizona (6/11) Has 707 employees,

Blackrock, lnc, owns I 8% of oul sharest Vanguard, 8 5%; off &

dk 1 5o/o (4115 Proxy) Chairman: Lloyd Ross President & CEO:

Robert J Sprowls lnc: CA Addr:630 East Foolhill Boulevard, San

D¡mas, CA 91773 Tel: 909-394-3600 lnternet: ww aswaler com

CURRENT POSITION
{$lvlll )

Cash Assets
Accts Receivable
Other
Current Assets
Accts Payãble
Debt Due
Other
Current Liab

382 76 0
238 18,8

1296 1147
191 6 209 5

439
192
87 I

150 2
423

3
52.6
952

63 344.A 57 1

100 I 99,3

498 419

20,13 2014 6t30t16

ANNUAL RATES Past Past Est'd'l2rl4
ofchenge (p€r sh) 10 Yrs. 5 Yrs. lo'18120
Revenues 6.0% 5.5o/o 3.5%
"Cash Flow" I 5o/o I 0% 5 0%
Earn¡nos 11.0Vo 14.Oo/o 6.0%
D¡videñds 5.50/. 8.5% 7.5%
Book Value 6 0% 650/o 3 0%

Ca-
onde r

QUARIERLY REVENUES ($ mill.l

Mar.3l Jun.30 SeÞ.30 Dec.3l
Full
Ysar

2012
2013
2014
2015
2016

107 6
110 6
102 0
100 I

95.0

114.3
120 7
115 6
114 6

110

133 5
130 I
138.3
129.5

135

111 5
109 I
109 I

105
110

466 €

472 I
465 I
450
450

Ca-
sndar

EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
Full
Year

z0'12
2013
2014
20t5
2016

27 40 49 26

35 43 53 30

28 39 54 3ô
32 41 55 32
31 46 60 33

141
161
1,57
1.60
1.70

Ce-
sndar

QUARTERLY DIVIDENDS PAID B.

Mâr3l .1iln30 Snn30 Dec-31
Fu
Yoar

64

/õ
83

Arnerican States Water's main subsidi-
ary operates in drought-stricken Cali-
foinla. Golden State Water is responsible
for almost 85% of the company's total busi-
ness activity. Due to the lack of potable
water, state regulators implemented
measures in June aimed at reducing water
consumption t:y 25o/o.
The sharp drop in the demand for
water should not have a material im-
pact on the cornpany. In a prescient
move, the California Public Utility Com-

front of a poten-
the methodology
ulate income. In

termined
he recent

*:ltrt
water companies are joining with the
CPUC to aggressively
tion. If the old system
place, Golden State wou
nancially strapped and u
vide adequate
while replacing
Ttre near-terrn
We only expect

$1.60 a share in 2015, the second-straight

crease $0.10, to $l 70, a solid 6% gain.
Nonregulated activities are doing
well. The company's ASUS segment pro-
vides water services to military installa-
tions. For the first half of the year, ASUS
was responsible for l5% of the company's
net income With more privatization ex-
pected in the future, increased contribu-
tions from this sector are likely.
Short-term investors may like these
shares, The stock has turned in an excel-
lent performance since our July report, as
its value rose 6.5%, compared to the S&P
500's 4 9% decline Our ranking system

2011
2012
2013
2014
2015

14

1775
2025
213
224

14

1775
2025
213

13

14

1775
2025
213

14

14

1775
2025
.213

85
70
85

Company's Finanoial Stronglh
Stock's Prico Slab¡lity
Pr¡co GroMh Psrsistsnco
Earninos Prsdictabilitv

To subscribe call 1-800-VALUELINE

VALUE
LINE

(C) ln millions,

and ¡s

'04,
Primary

'11,
Quarterly earnings may

early lvlarch,
r Div'd rein-

a¡y 0f
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B[î,'l' 55.62 '#',0 2 1, 1 (ïl]lll;'ifiÊ) FËålüã 1.21 är' 2,6oloAJIIIERICAN [lllATER NYSE.,wr
562
41 'l 484

High:
Low:

7
16

230
162

258
194

328 394
31 3

451
370TIMELINESS 2 towefedTir0/1s

sAtETY 3 NewT/25/0S

TECHNICAL 4 Lolrefed1fl9/15

BETA l0 (1 00 = Maftet)

085 r
rl vidarl

sh
Rae

SÍeng h

a2019-20

Pr¡co
Hioh 80
Lo-w 50

PROJECTIONS
Ann'l Tota

Gain Roturn
t+450/"1 11%'(r0%) Nil t)I

"'llllt
rrl¡

loguy
0pl¡ons
toSell

000000000
300250200
300250400

lnsider Dec¡s¡ons
ND J FMAM J J

% TOT. RETURN 9115

32

24

1

3
5

yr

128

Price
20't9

l6
12

ïHS
STOCK

170
606

172 1

VIARIIH.'
ITDEX

-40
379
684

loBuy
loSell
Hld's|000

201 222 206
143322 147193 145636

lnst¡tut¡onal Dec¡s¡ons
2Q2015

247
4Q2014 1Q201s

223 213
21
14
7

I

Percent
shares
traded

2012 2013 2014 2015 201 6 18-202001 2002 2003 zQO4 2005 2006 IUUTÈ ZUUö

13 98

289
125

.82

1549

356
153

86

15 18

172
90

16 25

427

211
121

to ¿o

436
206

84

16 78

475
239
121

17.20

5,00

2,60

1.33

18,00

5,25

2.80

1.45

Revenues per sh

"Cash Flow" per sh

Eamings persh a

Div'd Decl'd per sh e.

21.60

6.50

3.25

1.t5

13 08

65

d97

13 84

d47

14 61

287
110

40

uepl üpgndrng per sn

Book Value Dersh D

ö.JU

36.75

4Jl
23 86

4 t4

28,39

bJ1

25 64

4bu

2291

438
23 59

521
24 11

525
25 11

550
2652 27 39

550

28.95

ü5U

3065
185,00160 00 174,63 l/50u 1/566 l/699 1tð25 I /U 4ti tö1,tu 1úJ,iU160 00

168

105

3,10/i

161

106

3 4o/i

19I
112

200/o

2u.0
'1.05

2.50/o

Bold frg

esl r
Llnè
rles

Avg Ann'l P/E Kaflo

Reletive P/E Ratio

Avg Ann'l Div'd Yield

20.0

1.25

2.7%

1ðv
114

1.9%

'15 6

104
420/o

14.6

.93

3.8%

2876 9

3743
2901 9

36S 3

3011 3

429 I
3120

470

3300

510

Revenues {$mill)
Net Profìt l$milll

4000

600
2093 1

d155 I
n\42
d342.3

2336,9 2440 7

209 I
27107

267 8

¿ooo ¿

304 9

37.5%

3.0%

37 4To 37 9Yo 40 4Yo 39 5% 40 lYo

62%

39 1Yo

5 lolo

39 4To

I 4To

39,5%

23%
38.5%

24%

lncome Tax Rate

AFUDC % to Net Profit

52.0%

48.00/"

Long.Term Dobt Rat¡o

Common Eouitv Ratio

53,0%

4t.f/o
561%

43 9%

50 9%

49 lVo

53 1%

46 9%

56 9%

43 1o/o

56 8o/o

432%
5570/o

44 2o/o

53 9o/o

46 10k

52 4To

47 60/0

52,4Y0

47 4o/o

52.0%

48.f/o

11450

14350

5.s%

Total Capital {$mill)
Net Plant ($milll

Roturn on Total Cao'l

14500

16000

5.5%

8692 I
8720 6

NI\4F

92457

9318,0

NMF

8750 2

9991 I
37To

9289 0

10524

38%

9561 3

1 1059

44%

9580 3

11021

4 80k

9635 5

'11739

5 4o/o

9940 7

1239'l

51%

'10364

12900

5 5Yo

10900

13600

s.5%

72%
7 2o/o

E 470

I 4o/o

78%
78%

81%
I 7o/o

9,0%

9.0%

LU%

9.0%

Relurn on Shr. Equity

Relurn on Com Eouitv

9.0%

9.0%

NI\/lF

Nl\¡lF

N[¡F

NI/lF

460/0

4 60k

5 2o/o

520/o

6 5o/o

65%

CAPITAL STRUCTURE as of 6130ll6
Total Dsbt$6316 1 m¡l ouo ¡n6Yrs $12945mi|
LT Dâbt $5433 2 mil LT lntsrsst $298.0 mil

(52% of Cap'l)

Lsasos, Uncâp¡talizod: Annual renlals $14 0 mill
Pons¡on Assots 121 14 $1 428 2 nill

Oblig. $1746 5 mill
Pfd Stock $14 3 mill Pfd Div'd $ 5 mill

Common Stock 180,256,635 shs
as of 713012015

MARKET CAP: $'10.0 b¡ll¡on lLarqo Cap) 4.0%

54%

NIMF NIVIF 30%

340/0

18%

650/o

28%
56%

35%

520/0

3.6%

570/o

4.7T0

4070

4 30/¡

500/o

4.5%

51%

4.5%

52%

Rotained to Com Eq

All Div'dB to Net Prol

BUSINESS: American Water Works Company, lnc is the largest

inveslor-owned waler and waslewaler ulil¡ty in the U S, provid¡ng

seru¡ces to over '15 million people in over 47 stales and Canada
(Regulated presence in 16 states ) Nonregulated business ass¡sts

munic¡pal¡ties and military bases with the mainlenanæ and upkeep

as well. Regulaled operalions made up 888% of 2014 revenues

New Jersey is its largest markel acmunl¡ng lor 227o/o ol rcgulaled

revenues Has roughly ô,400 employees BlackRock, lnc, owns

10 0% of outslanding sharest Vanguard, 6 3%; off¡cers & directors,

less lhan 1 0% (3/15 Proxy) Pres & CEO: Susan Slory Chair-

man: George l\4ackenzie Addr: 1025 Laurel Oak Road, Voorhees,

NJ 08043 Tel : 856-346-8200 lnlernet: w amwâier æm

CURRENT POSITION 20'I3
($rvlrLL,)

Cash Assets 27 o
Accts Receivable
Other 5233
Current Assets 550 3
Accts Payable 264.1
Debt Due 644.5
Other 326 I
Current L¡ab 1235 5

231 1448
267 1 2812
638 3 464 1

661 4 890 1

285 8 283 6
511.1 882 I
4441 3457

12410 't5122

2014 6t30/15

ANNTJAL RATES Pâst Past Est'd'I2J14
ofchångg (p€rshl
Revenues
"Cash Flow"
Earnings
D¡v¡dends
Book Value

10 Yrs. 6 Yrs. to'10120
30% 45%

205to 6 5%
NMF 7 O%

21 5Vo I 50Á
50k 5 50/"

Ca-
endar

QUARTERLY REVENUES ($ MiII.)

Mâr3l Jun.30 SeD.30 Dec.31
Full
Ysar

20'12
2013
2014
2015
2016

618 5

636 1

679 0
698 1

t35

745 6

7243
754 I
782.1

830

831 I
8292
846.1
884.8
920

681 0
712 3
731 4
755
815

2876,9
2901 ç

3011 3

3120
3300

Ca-
ander

EARNINGS PER SHARE A

Mar.31 Jun,30 SeD.30 Dec.3l
Full
Ysar

2012
2013
2014
2015
2016

28 66 87 30
32 57 84 33
39 62 8ô 52

44 68 95 53
48 72 103 57

211
206
239
260
280

Cel-
ondar

QUARTERLY DIVIDENDS PAID BT

MarSl .lr¡n30 Sen30 Dcc3l
Fu
Y6ar

The stock of American Water Works
Company has been on a roll. Since our
last report three months ago, shares of
AWK have increased 8.9% in value. That
the S&P 500 declined 4.9% during the
same period makes the equity's showing
all the more impressive.
The utilitv should continue to benefìt
from its size. America's water industry is
incredibly fragmented Exclude the small
districts and there are still more than
50,000 operating autho
Because large sums are
ize thre long-neglected
ture, small entities are
to concerns that have the financial
wherewithal to make the necessary
repairs. Sìnce there are many redundan-
cies in this business, the company is able
to modernize the assets of its acquisitions

We

å:å
8%

rise in per-share earnings is likely. Amer-
ican Water is atypical in that it has been
able to sustain a strong income growth

rate even though it is a regulated entity.
The top line is aided by purchasing other
water districts, while the bottom line bene-
fits from managements focus on cost con-
trols. Indeed, operating expenses as a per-
centage of revenues have been declining
for some time. For the l2-month period
ending June 30th, the ratio was 35.9%,
compared To 37.7o/" over the similar time

go.
expenditures are set to
the past five years, Amer-
spent almost $ 1 billion an-

nually to modernize its water systems.
expects this amount to jump
rage $1.2 billion per annum
decade. Internally generated
finance most of the capital

t of additional
required. still,

lo.ð,:J?üiå:'*
So, momentum

investors seeking a low-volatility stock
with a decent yield may find AWK of inter-
est. Longer-term accounts should probably
look elsewhere
James A. Flood October 16, 2015

2011
2012
2013
2014
2015

.22 23 23 23

.23 23 25 50
-- 28 28 28

.28 31 31 31

.31 34 34

9'1

121
84

1.21

Compâny's Financiâl Strenglh B+

Stock's Pr¡ca Stâbility 100

Prico Growlh P€rs¡stoncâ 85
Eernings Prodictability 30

To subscribe call 1-800-VALUELINE

VALUE
LINE

early Nov
$0 07, Dis-
'1 1, $0 03;

used as of

Quarledy earnings may not sum due lo round-
ing (B) Dividends paid in lvlarch, June, Sep-
lember, and December ¡ Div re¡nveslmenl

available Two payments made ¡n 4lh quarter
ol 2012 (Cl ln millions (D) lncludes in-
langibles ln 2014: $121 bill¡on, $673/share
(E) Pro forma numbers Íor'06 & '07
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F[î,i' 26.93 'JL, 21.¡(lígilt;ll8)
RELATIVE , 11
P/E RATo I .¿¿ if,' 2,7T0AQUA A[ìllERICA NYSE.wrn

281
206

28.2
224

281
244

21 3
151

176
98

172
12,3

184
132

19 0
154

21 5
168

-45-k

TIMELINESS 3 rffised5/24/13

sAtETY 2 nuirø¡rzorz

TECHNICAL 4 r0/efed10/9/15

BETA 75 (1 00 = Marke0

a

148 234 238
1

PROJEC I IONt'
Ann'l Tota

Gain Roturn
E70V"l 160/r
l+10%l 6%

z01E-20

Prico
Hioh 45
Lo-w 30

I

lns¡der Dec¡s¡ons

loBuy
0plions
loSell

NOJFMAMJJ
000000000
211000100
522111210

rl, "lhrlh
'l % TOT. RETURN 9/15

THs VLARIffl'
stoc{ tilDÉx

yr 154 -40
yt 441 379
yr 850 684

16

12

1

3

5

Pr¡ce
2019

toBuy
toscll
Hld'sl000l

145
82530

lnst¡tutional Dec¡s¡ons
2Q201s

156
4Q2014

137
140

81382

102015

153
133

81133

sha16
traded

10
5

Percent 15

2014 201 5 201 6 9VALUE LINE PUE. LLU 1 ü-ZU2003 2004 2005 2006 2007 200ö ZUU9 ZU'IU

410
'1 45

83

50

432
151

87

54

4X2
182
'1'16

58

437

189

120
63

460
200
125

69

470
210
135

76

Revenues per sh

"Cash Flow" per Bh

Eamings persh a

Div'dDecl'dpersh 8r

5.70

2.55

1.65

1,00

193

58

22

197

61

23

216
69

41

24

228
76

43

26

2X8
77

46

28

278
87

29

308
97

57

323
101

56

35

361

110

57

38

371
114

58

41

393

129
62

44

421
142

72

47

1.5ö

626

16b

650

1öU

681

1.YU

721

198

7S0

113
863

184

927
1,90

990

195
10,45

uapl Spendrng persn

Book Value per sh
l2

274
93

308
87

332
96

349
106

427
123

471

14t
504

't ti4

557

143
585

112 46 '173 60 1/54J 1il 93 1/üb9 I th.5u I Ií.UU133 50 139.7E 142 4t 141 4Y 154 31 15ð 9/ 1b1 2l lbb t5 'tbv tl 170 61

219
139

280/o

212
1.19

2 4o/o

206
1'10

250/î

Bold l¡g

esû¡

tes are
Lina
rles

Avg Ann'l P,t Raïo

Relalive P/E Ratio

Avg Ann'l Div'd Yeld

¿¿,4

1.40

2.7%

182
1't8

33%

236
121

250/o

236

1.29

250/o

24.5
'1.40

2,50/o

IJJ

2Xo/i

3',],ð

169

1 80k

34 I
'1 87

1 8o/o

J2U

170
2 1o/o

24.9

1.50

2.80/o

231
154

31%

21,1

134

3 1o/o

213
134

2,80/o

212
121

30%

810

220

825

235

Revenues ($milll

Net Prolit l$mill)

980

280
496 I
912

533 5

920
602 5

950
627 0

979

670 5

104 4

726 I
124 0

712,0

144 I
757 I
153'1

768 6

205 0

779.9

213 9

329Y0 39 OYo 100Y0

1 1o/o

'10 5%

2 4o/o

8.0%

2,0%

15,0%

25%

ncome Tax Rate

AFUDC % to liet Prolit

25.0%

30%
JU 4% 39 690 38 990 3970/o 39 4olo 3920/o

50.0%

50.0%

54 1Yo

45 9oi6

55.6Y0

44 40k

56 6%

43 40k

521%
47 3o/o

52 7o/o

41 3o/o

48 9%

51 1To

48,5%

51 s%

49.5%

50.5%

49.0%

51.f/o

Long-Toñn Debt Rat¡o

Common Equitv Ratio
5200k

48 0%

51 60lo

48 4o/o

55 4olo

44 60/o

32'16 0

44020
3450

4620

3605

4800

Total Capihl ($milll

Net Plant {$milll

4000

5000
1690 4

2280 0

1904 4

2506 0

2191 4

27928

23uti 6

2997 4

2495 5

3227 3

27062
3469 3

2646 I
3612 I

2929 7

3936 2

3003 6

4167 3

1.8%

1290/o

1290/o

7,5%

12.5%

12.5%

13.0%

13.0%

Return on Tolal Cap'l

Relum on Shr Equity

Retum on com Eouitv

8.5%

14,0%

14.0%

69%

11.20/o

11,20k

6 4o/o

10 0%

10 0%

59%

I lolo

970/o

5 7o/o

93%
9 370

56%

I 40k

I 4o/o

59%

10 6%

10 6%

6 9u/o

11 60/o

116%

66%

11 0To

11 0o/o

80%

13,4T0

13 4o/o

CAPITAL STRUCTURE as of 6/30/'15

Total Dobt $1735 3 mill Due in 5 Yre $437 0 mill
LT Dobt $1660 5 mill LT lntorost $70 0 mill

(49% ofCap'l)

Psnsion Assots-'12/1 4232 4 nill
Oblig. $281 2 m¡ll

Pfd Stock None
Common Stoak 176,805,350 shares
as o1 fl24l16

MARKET CAP: $1.7 b¡llion (Mid Cap)

5.5%

61%

3lYo

65%

4 6Yo

600/o

43%
610/0

6t%
50%

6,170

520/0

5.5%

55%

5.5%

56%

Retainod to com Eq

All Div'ds to Nët Prof
4.9T0

560/o

370/o

63%

3.20/o

67%

280/o

l0o/o

2.7Y0

720/o

BUSINESS: Aqua America, lnc is the hold¡ng æmpany lor water

and wastewater utililies that serue approximalely three million resi-

dents in Pennsylvania, Ohio, Norlh Carolina, lll¡nois, Texas, New

Jersey, Flor¡da, lndiana, and five other slates Has 1,617 employ-

ees Acquired Aquasource, 7i03; Consumers Water, 4/99; and

olhers Water supply revenues'14: res¡denlial, 68%; commercial,

'170lo; induskial & olher, 15% Off¡ærs and directors own,80/o of lhe
common stock; Vangurad Group, 7 1%; Blackrock, lnc, 6 7%t State

Street Capilal Corp, 57% (3/15 Proxy) Chairman: Nicholas

DeBened¡ctis CEO: Chrislopher Franklin lncorporated: Pennsylva-

nia Address: 762 West Lanæster Avenue, Bryn Mawr, Pennsylva-

nia '190'10 Tel : 610-525-1400. lnternet: M.aquaameriæ æm

CURRENT POSITION
($M|LL l

Cash Assets
Rece¡vables

Accts Pavable 65.8
Debt Dué 123.0
Other 78 1-ñE -Æ3 -ñÃ

lnventory (AvgCst)
Other
Current Assets

Current Liab

136

175.4
Jð,Þ-1Ð5
60.0
70.0
95.3

475
748
8'l'l

20't3 2014 6t30t'16

51
954
11.4
598

171 7

41
970

46
109.5

ANNIJAL RATES Past
ofchange (persh) 10 Yrs.
Revenues 5 5%
"Cash Flow" I 0%
Earnings 8.5%
D¡vidends 7.5%
Bookvalue 7 5%

Past Est'd'12r14
6 Yrs, to '18120
30% 45%
80% 65%

't300/o 7 5%
7 Oo/o I 5%
65% 55%

Fu
Yeer

Ca-
ondar

QUARTERLY REVENUES ($ NiII.)

Mar.31 Jun.30 Sep.30 Dec.3l

2012
201 3

2014
20t5
2016

191 7
195,7
195 3
205 I

2146
204 3

210 5

220
225

187 5
188 6
191 4
193.9
200192 208

164 0
180 0
1827
190 3

757 I
768 6
779 I
810
825

Fu
Yoar

Cal-
sndãr

EARNINGS PER SHARE A

Mar3l Jun.30 Sep.30 Dec.31

15 24 29 19

26 30 36 24

24 31 38 27
27 32 39 27
28 34 42 31

87
116
120
125
135

2012
2013
2014
2015
2016

Fu
Y6er

Cal-
ondar

QUARTERLY DIVIOENDS PAlt) B.
Mar.31 Jun.30 Seo.30 Dec.31

2011
2012
2013
2014
2015

124
132
14

165

132
14

ta¿
165

124
132
14

152
'165

124

152
165
178

50
54
EO

63

idend a
We had

he latest
reputa-

r-than-average
Over the next
we expect the

rate to average a generous 9.0o%.
Earnings will probably be flat for the
remainder of this year, than pick up
in 2016. Aqua's bottom line benefited from
a one-time $0.11 a-share-gain in ZOI4,
making the 201
vorable by com
company's shar
to $1.25. Next
of rate relief, cost saving from acquisitions
(see below), and the ability to earn returns
on capit ithout much reg-
ulatory share may well
climb a 35.
Aqua s to be very ac-
tive in ets, As we have
pointed out water
market is fr 50,000
major-to-mid With
the nation's infra-
structure in el^rliza-

tion, large amounts of capital will be re-
quired to pay for the repairs. Since many
small municipally run water authorities
are in a financial bind, it makes sense for
them to be purchased by a larger water
company. Because there is a tremendous
amount of redundancies in the water in-
dustry, companies such as Aqua are able
to absorb smaller concerns and substan-
tially reduce overhead This strategy
should help fuel profit growth for the
foreseeable future.
Long-term, conservative, income-
orieñted investors should take note of
this stock. Though only ranked to per-
form in-line with the broader market aver-
ages in the coming year, WTR has many
attractive attributes. For starters, the
stock's yield is 2.7"/", which is close to the
industry average. This is unusual, as utilj-
ties with good dividend growth prospects
often carry a much lower yield than a typi-
cal member of the group. Moreover, the
stock has an A Financial Strength rating,
and scores extremely high for both Earn-
ings Predictability (100), and Stock Price
Stability (95).
.Iames A. Flood October 16. 2015

95
60

100
Prica Growlh

Stâbility
Pe6¡slsnc6

To subscribe call 1-800-VALUELINE

VALUE
LINE

(eÉ);

Excl

Nexl eam¡ngs
(B) Dividends
June Sepl &

due
in early l\4arch,

Dec r
'1 9f;'l ava¡lable (5% d¡sæunt)

re¡nveslmenl plan

adjusted for stock spl¡ts
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FËâriïå 1.10 iY" 3,lolo19.2(il$utrlïlE[îfl' 22.49CALIFORNIA IITATER NYSE.cwr
194 193

16I
234
184

26.4
20.3

260
195

227
17 1 138

241
167

98
69TIMELINESS 4 tovrered10/215

sAtEfY 3 rfrsed7i27i07

TECHNICAL 5 rowsed10iU15

BETA ?5 (1 00 = M¿rke0 u2

19 0 2't 1

arca ind¡cales rccession

229High:

! -Ã
22%

7%

GânPrics
Hioh 45Ld{ 25
lnsider Dec¡s¡ons

NOJFMA
loguy 000000
oplions 000030
losêll 32OO2O

MJJ
000
000'1 00 % IOT. RETURN 9/15

1

5

tDrx
-4.0
37.9
684

yr
yt

6

VLARIIHTHS
STOCK

16

12

14
298
40 1

Price
2019

lnst¡tut¡onal Dec¡s¡ons
4A2ü1 iQ2016 2Q2015

toBuy 81 79 A2
los¿ll 59 67 66
H¡d'slo¡{l 29654 29379 29659

PercenI
shares
traded

1B
12
6 il

2011 2012 2013 2914 2015 201tt u vALll2002 2003 2004 2005 2006 2UU7 ZUUö
14.50

3,25

1.55

.97

10 82

193

98

59

11 05

193
91

60

1200
207

86

62

't3 34

232
102

63

1223
221

102
64

1250
247

I 19

65

12 20

250
115

67

12,50

2,80

1.35

.70

Revenues per sh

"Gash Flow" per sh

Earnings per sh a

Div'd Decl'd per sh e r

798
137

77

54

808
126

66

55

813
1'10

47

56

867
132

þJ

56

818
t¿o

61

,56

859
142

57

872
152

74

57

810
136

o/
58

888
156

75

58

990
18ô

95

59

14.15

z.I5 Cap'l Spending per sh

Book Value per sh c
3.15

16.00
214
907

1ð4

925
zc1

972
266

10 13

297
10 45

283
10 76

304

11,28

258
12 54

2 lrt

1X11

J,UU

13.55
172
671

123
645

204
648

291
656

219
722

1ðt
783

2U1

790
50.w4'1 45 41 53 41 bt 41 öZ 41,9ð 4t t4 4t öl 4ö,Ut) 4ö,UU25Et 3{J ZY JU 3b 3U 3b JJ öb 3b /J Jb./ö 4t ól 41.33
23.0

1.45

3.0%

20.3

1.29 1.34

34%

119
114

3 5o/o

201

113

3 1o/o

19./

1.04

2.80/o

Bold fig

esli,
L¡nø

rl6s

Avg Ann'l P/E Ralio

Relative P/E Relio

Avg Ann'l Div'd Yìeld

118
101

4 0o/o

19.6

1.27

4.30/o

21 1

139

4 40/î

19.8

1.08

4.50/o

221

126
4.20/o

2U1

106
3 970

249
133

3 1o/o

292

158

29To

2b1
1âO

3 070

1Y ð

1 '19

3 1o/o

197

131

3,10/o

560 0

426
584 1

473
597 5

567
585

5t0
600

6t0
Revenues ($mill) E

Net Prof¡t {$nill)

725

77.5
3207 334 7

256
367 1

312
410 3

398
449 4

406

460 4

377

501 I
361

36.0%

5.0%

40 3o/o

7 60/¡

39 5'lo

420/o

405%
7 60/0

3t 5%

I 090

30 390

43Yo

33 0%o

27To

28,0%

7.0%

29.5%

55%

lncomo Tar Rate

AFUDC % to Net Prolìt
42 4o/o

3 390

37 4%
'10 60/o

39 9%

83%

37 7o/o

86%
43.5%

56.5%

Long-Tom 0ebt Ratio

Common Eouitv Retio

41.5%

58.5%

43 570

55 9%

429Y0

56 6%

41 6"/o

58 4%

47 1o/o

5290/o

524%

47 6%

51 7o/o

48 3%

47 8o/o

5220/o

41 6%

58 4%

40 l%o

59 9%

42.5%

57,5%

48 3o/o

51 1o/o

931 5

1381 1

908 2

1457 1

1024 I
'1515 I

10459

15904

1135

1680

lzuS

1760

Total Cepital {$milll
Net Plant ($milll

13t0
1820

568 1

8627

6/0't
941 5

6749
1010 2

690 4

11124

794 9

'1 198 1

914 7

1294,3

t,0%
9.5%

9.5%

55%

80%

80%

63%

90%

9 090

60%

7 90k

7 90k

63%

I 1o/o

91%

60%

85%
85%

60%
95%
95%

Relurn on Totel cap'l

Return on Shr Equity

Return on Com Equitv

63%

93%

9 3o/o

52To

68%
68%

5 970

I 1o/o

I 1o/o

7 1o/o

99%

99%

6 5Yo

96%

96%

55%

86%
I 60/0

CAPITAL STRUCTURE es of 6130/t6
TotalDsbt$550,0mi|| Du€in6Yrs$1658m¡ll
LT Debt $416 I mill LT lntorost $23 0 m¡ll

(40% of Cap'l)

P6nsion Assats-12114 $306 3 mill

0bl¡g. $390 6 mill
Ptd Stock None

Common Stock 47,878,659 shs,
as ot fl22l16

MARKET CAP: $1.1 b¡llion (Mid Cap) 4.5%

51%

Rete¡ned to com Eq

All Div'ds to Net Prof

J,5%

63%
18%

770/o

3 EVo

610/o

38%

60%

3 OYo

66%

2 JYo

71To

3.40/o

620/0

3.4T0

5670

4 10k

55%

3.5%

58%

2 10k

780/o

1 0o/o

86%

BUSINESS: Cal¡fomia Water Seruice Group provides regulated and

nonregulated waler seruice to 477,900 cuslomers ¡n 85 æm-
munilies in lhe slate of Calilornia Accounts for over 94% of tolal

customers Also operales in Washington, New Mexico, and Hawaii

Main service areas: San Francism Bay area, Sacramenlo Valley,

Salinas Valley, San Joaquin Valley & parls of Los Angeles Ac-

quired Rio Grande Corpt West Hawa¡i Ulìlilies (9/08) Revenue

breakdown, "14: residenlial, 680/ot business, 19%; induslr¡al, 5%i

publ¡c authoril¡es, 30/ot other 5% '14 reported deprecialion rate:

4 0% Has 1,105 employees President, Chairman, and CEO: Peter

C Nelson lnc: DE Address: '1720 Norlh First Sl, San Jose, CA

951 12-4598 Tel : 408-367-8200, lnternet: M calwalergroup æm

CURRENT POSITION
($rvïLL.)

Cash Assets
Other
Current Assets
Accts Pavable
Debt DuÉ;
Other
Current Liab

275 196 245
1120 134 5 1257
139 5 154 1 150 2

687
1332
68,5

270 4

20.t3 2014 6t30t15

55 1

547
568

166.6

594
857
726

217 7

ANNUAL RATES Past Past Est'd'l2r14
Yrs. 5 Yrs, to'18120
4jo/o 50o/o 40%
6 0% 5,50/o 5 5%
5 0% 4.Oo/o 6 50/"
15lo 2jo/o 7.0%
55% 50% 45%

ofchange(persh) 10

Revenues
"Cash Flow"
Earnings
Dividends
Book Value

Fu
Ysar

Ca.
ândâr

QUARTERLY REVENUES ($ mill.le

Mar.31 Jun.30 Sep.30 Dec,3l

2012
2013
2014
2015
2016

178 1

184 4
191 2
183.6

121 s
1337
137 4

13s
140

116 8
111 4
110 5

1220

143 6
154 6
158 4
144 4

120 150 190

5ô0 0
584 1

597 5

585
600

Cal-
onder

EARNINGS PERSHARE A

Mer.3l Jun.30 Seo.30 Dec.3f
Fu
Yoar

2012
2013
2014
20,l5
20't6

03 31 56 12

01 28 61 12

d11 36 70 24

03 21 69 22

05 35 70 25

102
102
119
1.15
1.35

Ca-
sndar

QIJARTERLY DIVIDENDS PAID B ¡
Marll .h¡n 30 Sen 30 Dec-31

Fu
Yaâ r

o¿

63
64
65

Shares of California Water have done
poorly for a water company. The equity
of every other regulated water utility we
follow recorded positive returns that aver-
aged 5.1%o since our July report. This is in
sharp contrast to CWT, which has declined
5.1%, basically mirroring the performance
of the broader market averages
Poor second-quarter earnlngs ob-
viously put downward Pressure on
the st-ock. Share net came in at $0.21,
versus our $0 35 estimate and last year's
$0.36 figure. Due to water restrictions im-
plemented by the California Public UtilÌty
Commission (CPUC), demand lor water
was expected to decrease. However, be-
cause the CPUC altered the methodology
utilities use to calculate earnings, the

took the market by
were implemented,
profits would be

es and "decouPled"
from the amount of water sold
Despite sorne confrrsion among inves-
tors, we believe most of the lost prof-
its will eventually be recovered. When
water sales drop, the company's accrued
unbilled revenue increases. Thus, the tim-

ing of California Water's share net is
chãnged. To reflect this, we have lowered
2015Ë shale-net estimate $0.10, to $1.15,
while raising 2016's by $0.10, to $1.35.
An importãnt rate case was filed ear-

ities are re-
ng rate relief
r asked for
with the ma-

iority of the request front-loaded. Water
utilities and the CPUC appear to have
reached a balanced relationship, in which
the utilities are allowed to earn a fair re-
turn on investment in modernizing the
water infrastructure, as long as expenses
are kept in check. As a result, we expect
the CPUC's final decision to be reasonable.
The weak stock price tnay have pre-
sefrt a nice
entr (Below
Aver ce per-
form higher
total return potential than almost every
other regulated water utility. In addition,
CWT has gone lrom having one of the
lowest dividend yields in the industry to
one of the highest.
James A. FIòod October 16, 2015

2011
2012
2013
2014
20t5

154
1575
to

1625
1675

154
1575
16

1625
1675

154
1575
16

1625
1675

154
1575
16

1625

Company's Financial Strenglh B++
Stock's Prios Stability 95
Pr¡ca Growth Pors¡stence 35
Earninqs Prôdicleb¡l¡lv 85

To subscribe call 1-800.VALUELlNE

VALUE
LINE

(A)
'00,

Basic EPS Excl available
earn-
h¡slori-

(C) lncl intangible assets ln '14

$0 15/sh

g7 3 mill ,

(E) Excludes non-reg rev

and is
for

rngs
cally and Nov . (D) ln mill¡ons, adjusted for spl¡ts

or narkel¡ng any prinled or
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'JL, 12.5(il$llfl;l!:8) 1.00 2.g0loCON NECTICUT llÏATER,',00.,*, [[î,T' 36.64
375
31 0

386
33.2

256
224

290
193

264
17,3

279
200

29 1

233
328
262

36.4
278TIMEUNESS 3 rweÍed11/21i14

sAtETY 3 Newl/18/'r3

TECHNICAL 4 Lffiefedl0/9/15

BEIA 65 (1 00 = [4arkel)

277282
21 I

-L
G350/.t 10%'(-5%l 2%

Hioh 50
Ldí{ 35

2018.20 PROJECTt0NS
Ann'l Totâl

Prico Gain Rolurn

lo Bùy

0ptions
tôSåll

MJJ
000
000000

000000
000000000000

lnsider Dec¡s¡ons
NDJFIIIA

% TOT. RETURN 9N5

1

3

5

yr
yt

IHs VLARITH
STOCK tilOEX

Pr¡ce
2019

157

791

-40
379
684

20

15

10

1.5

to
lo

Buy

s¿ll
54
37

Hd¡0m 42qÂ A2A9 4391

36
46

37
40

lnstitut¡onal Dec¡sions
{020il 102015 202015 12

I
4

I
I

Percent
shares
tr¿ded

l8-202014 2015 201 62005 2006 2097 2008 2009 2U1U't999 ZUUU 2001
12.90

3.65

2.25

1.30

793
211
'1 13

94

947
264
153

vb

829
2.63

166
98

845
297
192
101

865
320
205
105

9.00

3.40

2.10

1.09

Revenues per sh

"Cash Flow" per sh

Eernings per sh a

Div'd Decl'd Per sh er

593
178
113

.80

577

178
112

8l

591

189

I '15

83

604
'1 91

116
84

581

162
88

85

560
152

81

86

705
190
'1 05

87

724
195
111

88

693

1.93

119
90

765
204
113

92

s87
165
103

79

570
173
109

79
uep'l Itp€norng p€f 8n

Book Value por sh D 23.351267

32ð 3Ub

13 05

261

13 50

279
20 95

302
1t 92

411

18 83

4,ttu

20,10

4,15

21.15
142

öot
14J

892
1.ðb

925

198

10 06

149

10 46

158

10 94

196

11 52

1 gti

1'1 60

224
11,95

244
1223

868 6,/6 UU5 11 04 11 12 1t,2U II.Jð728 765 t9t UU4 61t öJð ð4b 8.57126
19.4

1.2X

3,20/o

18.4

1.03

3.20k

1 /.5
.92

3.0%

Bold lig

esl r
llne
fes

Avg Ann'l P/E Ratio

Relalive P/E Ratio

Avg Ann'l D¡v'd Yield

1.20

31%
134

3 090

229
121

3 1o/o

2E.ti

152
3 4o/o

29.U

1.57

3.6%

23.1)

1.22

3.6%

222

134
3 60/o

1U4

t¿J
41%

zu.t

1.32

3.9%

230
144

36%

1ö.2

1.04

4.2T0

1ö,2

118

40%

215
110

3 3o/o

24.3

I.JJ

3.0%

91 5

183
940
213

97.0

23.0

102

23.5

Revenues ($mill)

Net Prolit l$mill)

155

27.0
475
72

469
67

590
88

61,3

94
594
102

664

98
694
99

83.8

136
28,0%

2.0%

35Zu/o 41 3Yo 320%
17%

280%

200/o

14 40k

2 4o/o

90%
20%

20.0%

25%

lncome Tar Rale

AFUDC % to Net Prol¡t
2350/o 32 4o/D 27 20k

1 7o/o

19 5o/o

46.5%

53.50/"

Long-Term Debt Ratio

Common Eouitv Retio

41.0%

53,0%
469%

5270/o

50 6%

49 10k

49 5Yo

5020/o

53,20/o

46 5%

49 0%

50 890

46 9%

5290/o

4570k

54 1o/o

46.0%

54.0%

44 9o/o

54 6%

44 40k

55 1%

47 9s/o

51 8%

425

550

6.5%

Total Capitel ($mill)

Net Plant ($mill)

Relun on Total Cao'l

530

6s0

6.5%

1932
284 3

5 5olo

196 5

302 3

59%

221 3

325.2

55%

2256
3442
5.40k

254.2

362,4

490/o

364 6

447 I
4 8o/o

373 6

471 I
59%

386 8

506 I
6 4o/o

410

525

6.5%

1723
247 7

5 090

1141
268 1

490/î

7 3o/o

7 3o/o

9ZYo

9,20/o

101%
1020/o

10.5%

10.5%

1t).5%

10.5%

Return on Shr Equity

Return on com Equitv

9.5%

95%
t5%
76%

69%
7 0o/o

8.t%
8,70k

90%

9 190

93%

I 4o/o

I 60/0

870/o

I 3o/o

8 370

CAPITAL STRUCTURÊ as of 6/30/16
Total Dsbt $'183 5 mill Dus in 6 Yrs $19 3 m¡ll

LT Dobt $177 3 m¡ll LT lnt6rest $7 0 m¡ll
(45% of Cap'l)

L6asos, Uncapitelizod: Annual rentals $ 1 mill
Ponsion Asssts-î2/'14 $61 6 m¡ll

Oblig. $79 I rnill

Pfd Stock $0 I mill Pfd Divd Nl\4F

Common Stook 11,168,731 shs
as of 7/31/15
MARKET CAP: $400 million (Smâll Cap) Retained to Com Eq

All D¡v'ds to Net Prof

4,0%

58%
23%
760/0

16%

81%

14%
83%

2.8%

620/o

3.870

590/o

4,80/o

53%

5.0%

53%

5.0%

s2%
3o/o

950/o

N[/F

105%

1 60k

82%

1 9o/o

790/o

BUSINESS: Connecticut Waler Seru¡æ, lnc ¡s a non-operal¡ng

holding company, whose ìncome ¡s derived from eamings of its

wholly-owned subsidiary compan¡es (regulaled waler utilities) ln

2014,93Vo ol net inæme wâs derived from these acliv¡t¡es Pro-

vides water seru¡ces to 400,000 people in 77 mun¡c¡palilies through-

out Connecl¡cut and lvlaine Acquired The l\4aine Water Company,

January, 2012ì Biddelord and Saco Wate( December, 2012 ln-

ærporated: Connect¡cut Has 265 employees Chair-

man/Presidenvohief Execul¡ve Ofliær: Eric W Thornburg off¡ærs
and directors owì 2 3% of lhe common stock; BlackRock, lnc

7 00ki (4115 proxy) Address: 93 West ¡rain Street, Clinton, CT

06413 Telephone: (860) 669-8636 lnternet: wctwatercom

CURRENT POSITION
{iMtLL.t

Cash Assets
Accounts Rece¡vable
Other
Current Assets

108 100 92
41 44 62
78 92 95--azi --EE --øE

2013

184
123
162
469

25 31120 115217 21 1

362 35 7

Current Liâb

Accts Payable
Debt Due
Other

2014 6t30'16

ANNUAL RATES Past Pâst Est'd'12114
ofchångs {persh)
Revenues
"Cash Flow"
Earnings
DÌvidends
Book Value

Yrs, to "18.'20450k 60%
7 50/ 4 50Á
90% 45%
200k 5 0%
9 5% 40%

10 Yrs
4 ovo
4 OVo
40%
2OVo
6 5olo

Fu
Yoâr

Cal-
ondaf

OUARTERLY REVENUES ($ niII.}

Mar.31 Jun.30 Sep. 30 Dec.3l

19 5
216
207
21,5
22,0

185 213
197 226
203 254
200 266
22.5 27.5

245
276
276
28,9
30.0

83t
ol ,

94(
9t,t

102

2012
2013
2014
2015
2016

Fu
Yoar

Cel-
endar

EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.3l

153
166
1.92
2,05
2,10

2012
2013
2014
2015
20r6

22 47 67 17

24 39 86 17

27 ô7 76 22
28 77 77 23
32 68 85 25

Fu
Yoa r

Câl-
ondar

QUARTERLY DIVIDENDS PAID B ¡
Mar.31 Jun.30 Seo.30 Dec.3l

2011
2012
2013
2014
2015

233 233 238 238
238 238 2425 2425

2425 2425 2475 2475
2475 247s 2515 2575
2575 2575 2675

942
96i
98

011

Shares of Connecticut Water Service

Much of the gain is probably due to inves-
tors fleeing riskier sectors of the market
for stocks, such as Connecticut Water, that
carry low Betas, well-defined earnings
streàms, and higher yields. AIso,
The last dividènd hike was a start of a
new trend, in our opinion. The utility's
annual payout growth has been 2%" over
the past five- and 1O-year periods, several
hunilred basis points lower than that of
the typical water utility. Through 2018-
2O2O, we expect the rate to be 50¿.
There's a downside to the good news.
For starters, most of the company's posi-
tive attributes now appear to be factored

tom line is poised for a solid showing
this vear. Second-ouarter share net came
in at"$0.77. versus 2014's $0.67, and the

Wall Street consensus of $0 66 A lower-
than-expected tax rate and a strong show-
ing by ihe Maine subsidiary were the pri-
mãry reasons for the excellent results. In
addition, the large gain came despite what
we believe was a one-time spike in ex-
penses. All told,
rise 4o/o, despite
parison. We are
share estimate
could prove conservative.
Connècticut Water is expanding its
customer base. The company purchased
two decent-sized water utilities in the
recent past and may add smaller districts
in the future. Since there are many

this industrY, ex-
Connecticut Water

fñ:",ilT'8iBi'il:?
Connecticut's Storrs campus, as well as
the greater Manfield area. This will result
in hlgher capital outlays through 2016.
The company currently has the financial
wherewithal to handle the construction
program, so there shouldn't be an appre-
ciable decline in its financial metrics.
James A F|ood October 16, 2015
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196
175

225
18.6

237
191

250
212

202
169

198
120

179
'11 6

193
147

'19.4
165TIMELINESS 3 Lffiefed4/r'Ul4

SAFETY 2 ruewro/¡/il

TECHNICAL 4 L0wsed10/e/15

BETA 75 (l 00 = [.4arket)

'.

23.5 205
65

120 x sh
Rale

21 I

Slrenglh

,.ll'rt -¡.lJrll .!út
2018.20 PRoJEGTT0NS

Ann'l Total
Prico Gein Roturn

Hioh 30 l+2íVol 9%
Loir 25 '(+5%l 4%

I

% TOT. RETURN 9/15

48
40

32

24
20

16

12

1

3

5

yr
yr

THS
sïocK

Price
20'l 9

VLARIIH.'
IiDEX
-40
379
6B4

258
388
709

MAMJJ
00000
0000000000

4Q2014 102015 2Q2015

oBúy 33 40 43
osóll 37 38 36

F

0
0

J
0
0
1

NO
10
00

12
I
4

I

Percent
shares
trâded

2012 2013 2014 2015 201 b2005 2006 2(J07 200ü zuu91 999 ZUUU
9.10

2.25

1.35

.85

660

155

650
146

84

73

698
156

90

74

719

103

726
184

113

76

7.65

t.95
1.20

.77

7.80

2.05

1.25

.78

Revenues per sh

"Cash Flow" persh

Eanings per sh a

Div'd Decl'd Per sh er

'1 18

bb

62

598

120
73

63

o t¿
I '15

61

65

625
128

73

66

644

71

b/

616

133
82

68

650
149

87

69

679
153

89

70

675
140

71

535
1 to

76

60

539
99

ot
2.UU

13,25

Cap'l Spend¡ng persh

Book Value per sh 14.30
16b

10 05

212

10 03

149
't0 33

'1 90

1113

'1 50

11 27

136

11 48

126
11 82

l4u
1224

1,51)

12.75695

132

698 711

1Z. 't 59

739
1.81

760
254
802

216
826

231

952
13 52 l5 5/ 15 /U 15,öZ l5 9b 1b 12 lþ,¿J 16,2510 00 '10 '1',| 101t 10 36 1U 4ö 1t 3b 11 bð 1J l/ 'tJz5 13 40

1,30

3.1%

208

132
4 0o/¡

19 I
111

370k

1U5

98

37%

Bold lE

eslh
Line

Avg Ann'l P/E Rat¡o

Relative P/E Ratio

Avg Ann'l Div'd ïeld

300

171

3,5Y0

264
139

3 40/î

2t 4
'1 46

3 590

22 I
123

370k

21ö
1 '15

370/o

l9ö
1,19

40To

¿1.U

140

4 7o/o

178
113

420/o

21.1

1.36

4.00/o

1/b
100

4 4o/o

¿ö,t

|.87
4.20/o

24.6

1.26

3.8%

235
128

370/o

114 I
tb b

117 1

184

1U
19.5

127

20.5

Revenues ($mill)

Nst Prof¡t f$milll

155

23,0
746 81 1

100

861

118

91 0

122

912
100

1027

14.3

102,1

134

110 4

144
ncome Tar Rale

ÀFtlDC % to Net Prolìt

34,0%

2.5%

34 1olo 321%
6 8o/o

321"/o

61%
33 9%

3 4o/o

34 1%

| 90k

35 0%

I 7o/o

35.0%

10%

34.0%

15%
27 60/o 33 4% 3260/0

40.5%

58.50/"

41.0%

58.5%

Long-Tem Debt Ralio

0ommon Eouitv Ratio

43.5%

56,5%
49 00ó

49 6%

45 6Yo

51 8%

466%

52 10k

43 1o/o

55 8%

4230k

5b b%

41 5o/o

51 40k

40 4To

5870/o

40,50/o

58 8o/o41 3o/o

49 5o/o

41 50/î

345

480

6.50/"

360

500

6.5%

Tot¡l Capital ($mill)

Net Plant ($milll

Return on Total CaD'l

430

555

6.5%

268 I
333 9

5 690

259 4

360 3

58%

267 I
376 5

50%

310 5

405 I
57%

3125
4222

520/o

316 5

5 40k

321 4

446 5

59%

335 I
465 4

6.3%

231 1

288 0

50%

264 0

317 1

5 10/î

9.5%

9.5%

78%
7 8o/o

81%
87To

92%
93%

95%
95%

95%
95%

Return on Shr. Equity

Return on Com Equitv
82Yo

86%
t5%
7 8o/o

ð,tiYo

870k

I 690

I 990

7 0o/o

7 0o/o

8 1o/o

8.20/o

7 SVo

7 5o/o

CAPITAL STRUCTURE as of 6/30/'16

Total Dobt$159 I mill Duo in 6Yrs $49 I mill
Ll Dobt $136 I m¡ll LT lntorost $4 6 m¡ll.

(40% of CaP'l)

PÊns¡on Assâts-í2114 $51 6 mill
0bl¡g. $75 0 mill

Pfd Stock $2 4 mill Pld Div'd: $ 1 mill

Common Stock '16,'164,099 shs
âs of 7/31115

MARKET CAP: $400 million (Small Cap)
3.5%

63%

Reta¡ned to com Eq

All Div'ds to Not Prof

3.5%

63%
2ïYo

78To

NIVIF

9890

21Yo

75%

10%

870/o

1 40k

83%

2.40/o

73%

3 10k

67%

3.5%

64%

6To

940/o

13%
84To

1 80k

790/o

BUSINESS: lvliddlesex Waler Company engages in lhe ownership

and operalion of regulaled waler ulility syslems in New Jersey, Del-

aware, and Pennsylvania ll also operates water and waslewaler
syslems under contract on behalf of mun¡cipal and pr¡vate clienls in

NJ and DE lts Middlesex Syslem prov¡des walet serviæs lo 60,000

relail customers, primarily ¡n ¡/iddlesex County, New Jersey, ln

2014, lhe Middlesex System accounled for 60% of operaling reve-

nues At 12131/14, lhe mmpany had 282 employees lncorporated:

NJ President, CEO, and Chairman: Dennis W Doll. Officers &

directors own 3 5% of lhe common slock: BlackRock lnstilutional

Trust Co, 6670 (4/15 proxy) Add: 1500 Ronson Road, lselin, NJ

08830 Tel,: 732-634-1500 lntemet: w mìddlesexwaler com

CURRENT POSITION
(tMlLL )

Cash Assets
Other

48 27 58210 202 171
258 229 229Current Assets

Current L¡ab

Accts Pavable
Debt Dué
Other

2013 20't4 6t30/'f5

63

12.6
527

64
249
126
439

89
237
168
494

Revenues
"Cash Flow"
Earnings
D¡vidends
Book Value

ANNUAL RATES PasT Pest Est'd '12J1¡I
ofchange (per sh) 10 Yrs. 5 Yrs.

't 5%
30%
4 5Vo
15%
3.Oo/o

4,0%
45%
5.0%
20%
30%

to '18120
1.5%
3,5o/o
4 Oo/o

15%
45%

Fu
Ysa r

Cal-
ondar

QUARTERLY REVENUES ($ miII,I

Mar.3l Jun. 30 Sep.30 Dec.31

235
270
27 1

288
29.5

27 4 324
291 313
29,2 327
317 34.0
32.0 35.0

27 1

274
281
29.5
30.5

110 t
114t
117 '
124
127

2012
2013
2014
2015
20t6

Full
Yea r

Cal-
ondar

EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.3'l

11 24 38 17

20 28 36 19

20 29 42 22

22 31 44 23
23 33 46 23

on

103
1 13

120
12s

2012
2013
2014
2015
2016

Full
Yse r

Cal-
6ndar

QUARTERLY [)IVIDENDS PAID B.

Mar3'l Jun.30 Seo.30 Dec.31

2011
2012
2013
2014
2015

töó
18s
1875
lo

1925

185
1875
10

1925

'183

185
1875
19

1925

183
185
1875
19

1925

74
75
76

Shares of Middlesex Water have
turned in an excellent performance

estimates. Mostly due to carryover rate
relief, Middlesex's second-quarter share
earnings came in at a healthY $0.31,
versus 2014's $0.29 As a result, we are
bumping our full-year forecast $0.05, to
$1.20. In 2016, we are also adding another
$0.05 a share to our estimate, raising it to
$1.25 a share.
A major rate cas
Middlesex filed a
seeking to hike r
13.5%o. As is the

mented, the average residential bill would
only go up by about $25 each quarter. A
final iuling on the case could take more
than a year.
The cómpany may not be big, but tt
has a strõng balañce sheet. As of June
30th, the debt-to-total-capital ratio was
only 4O%", the loì/est in the industry. Be-
ginhing in 2016 and continuing through
[he decade, the capital budget will in-
crease by a substantial fígure as the water
infrastructure is upgraded. Middlesex will
not
inte
fina
sult
ing

sufficient to compensate shareholders for
the below-average future cash flows.
James A. Flood October 16, 2015
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I

IUNS
Ann'l Totâl
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fir-_
lnsider Dec¡sions

lo Buy

0pl¡ons
loSell

NDJFMAMJJ
020130010
'1 00000000
100100010 % TOT. RETURN 9/15

IHIS VLARIIH'
SIOCK IilDEX

yt 173 -40
yr 314 379
yr 435 684

1

3
5

Price
2019

15

10

75

ilt

lnst¡tut¡onal Dec¡s¡ons
4A2011 1Q201s 2Q2015

toBuy 49 6'1 63
losell 47 47 49
Hld'slo0ol 10867 10898 10749

Percent 15
shars 10
traded 5

2016 18-ZO09 2010 2011 2t¿12 zU'IJ2001 2002 2003 2004 ZUU5
'15 76

442
254

14.40

3.60

1,50

.78

14,30

3.10

1.60

.81

Revenues per sh

"Cash Flow" pet sh

Eernings p€rsh A

Div'd Decl'd Per sh ar

17.40

4.00

1.75

1,05

11 25

230
104

6'1

1212
244
'1 08

65

11 68

221

81

þÞ

11 62

238

84

68

12 85

280
111

69

14 01

297
118

71

13 73

290
112

7X

640
143

87

40

674
t23

58

41

745
149

77

43

797
'1 55

78

46

820

175
91

49

914
189

87

51

986
221

112

10 35

238
119

5t

22.601471

5 b/
1592
4bö 502

17 75

5.35

18.75

525
19.75

Gapl Spendrng persn

Book Value porsh10 1'1

2ö3

1072

J,ö /
12 48

662
12,90

379
13 99

311

13 66

5 tr5

13 75

J/b
1420

177
788

'1 89

790
263
817

20b
840

341

911
2029 zu,5t) 21.UU1828 lE 3ti 'tö 1u tð 5u 1ð 55 1ö þV 1E 67 20 111B2t tö2t 'tö2t 1ó2t 'tó ¿t 1ö ¿t 182t

Bold fig

eslir
Line

Avg Ann',l P/E Kato

Relativo P/E Ratio

Avg Ann'l Div'd Yield

ZZU

1.40

2,8%

262
'1 58

230/o

2E.t
'1 91

280/o

2C.l

1.85

2.80

'¿1 ¿

133

29To

2U4

130

3 090

24J
137

27To

112

260k

155

88

3,0%

33'1

210

18.5

.95

3.0%

1t 3
94

3 4o/o

15.4

.88

3 50/6

tcb
104

30%

1 9./
1.05

2.40/o

2Sa

127

200k

334
177

1 7o/o

300

33.5

Revenues ($mill)

Net Profit l$milll

400

40,0
216,1

152
2156

158

239 0

209

261 5

223
2769

235
319 7

51 I
295

30.5

180 1

207

1892 206 6

193

2203
202

38,0%

1.50/"

41 1Vo 387%
200/o

325Y0

1,0%

36,5%

1,0%

36,5%

10%
lncomo Tax Rale

AFUDC % to Net Prof¡t
41 6%

1 60/¡

40 8Yo

2 10k

39 4Yo

270/o

39,5%

230/o

40 4o/o

200/o

38 8o/o 41 1o/o

Long-Tem oebt Ratio

Common Eouitv Ralio

52.5%

47.5%

5370/o

46 3%

56 6%

43 40k

55 0%

45 0%

5l l1o

48 9%

51 690

48 4o/o

52.0%

48.0%

51.5%

48.5%
42õ%

57 4To

4t 8%

582Y0

47 7o/o

5230/o

46 0%

54 0%

49.4V0

50 690

Total Cap¡tal ($milll

Net Plant ($milll

Retum on Total CaD'l

1100

1300

5.5%

55U /
785 5

4.30/o

ô07 I
7562
4 9o/o

6102

831 6

50%

o¡o I
898 7

5 090

7445
963 0

8.3%

800

1030

5,0%

E55

1105

5.0%

341 2

484 I
t6%

391 I
541 7

7 0o/o

4532
645 5

5,70/o

470 I
684 2

58%

499 6

718 5

4 40/î

14 4%

14 4o/o

8.0%

8.0%

8,0%

8.0%

Roturn on Shr. Equity

Relurn on Com Equitv 1,5%
82Yo

820/r

80%

80%

6 070

6 070

620/o

620/o

7.90/o

7 90k

81%
I 1o/o

7 3o/o

13%
10 60/o

106%o

I lVo
g 7o/¡

CAPITAL STRUCTURE as of 61301'15

Torel DBbt$404 8rnill, Duo in6Yfs$21 2 m¡ll

LT Dobt $384 0 mill LT lnlorost $21 0 mill,
(5'1% of CaP'l)

Lsasos, Uncap¡tâliz6d: Annual renlals $5 5 mill

Ponsion Assots-12114 $91 4 mill

Oblig. $'128 7 mill

Pfd Stock None

Common Stock 20,363,574 shs
as ol 71221'16

12.6 7 .O 13.023.0 13.8 20.823.6 23.9 25.2--¡riz --44i --æ¡'

201t

14.5
22.9--307

MARKET CAP: million

2014 6130/15

52
't7 6
472
700

24
150
507
68 1Current Assets

Accts Payable
Debt Due
Other
Current Liab

3,0%

6U/"
3 lYo

61%

3,3Y0

590/0

2E%

620/0

102%

290/0

4.0%

52%

3.5%

51%

Retained to Gom Eq

All Div'ds to Net Prof
56%

470/o

52%
46%

3.5%

570k

3.3%

5970

1 2o/o

80%

1.20/o

80%o

BUSINESS: SJW Corporalion engages in lhe produclion, pur-

chase, storage, purillætion, d¡stribut¡on, and relail sale of water lt

prov¡des water seru¡æ to approx¡malely 229,000 conneclions lhat

serue a populat¡on ol roughly one m¡llion people in lhe San Jose

area and '12,000 connect¡ons that serue about 3ô,000 residenls in a

seNiæ area ¡n the region between San Anton¡o and Austin, Texas

395 employees Offiærs & dìrectors (including Nancy O ¡¡oss) own

27 9% of outstand¡ng shares Cha¡rman: Charles J Toeniskoetler

lncorporated: CA Address: '1'10 WesL Taylor Streel, San Jose, CA

95110 Telephone: (408) 279-7800 lnt: w,sjwater æm

estale investments Has aboul
The æmpany offers nonregulaled

owns and operales æmmercial real

ofchangâ(persh)
Revenues
"Cash Flow"
Earn¡nos
Div¡deñds
Book Value

Past Est'd'1211¡l
6 Yrs. lo'18J20
45Vo 30%
80% 25%

10 Yrs,
5.5%
7 Oo/o

65%
40%
60%

15%
60%
60%

ANNUAL RATES Past

1O 5o/o
3 Oo/o

3 5o/o

Ca.
ondar

QUARTERLY REVENUES (i miII.)

Mar3l Jun,30 Sep.30 Dec.3l
Full
Yoar

261 t
276 ç

319 i
295
300

20'12
2013
2014
2015
2016

51 1 656
50 1 742
546 704
621 724
60,0 15.0

824 624
852 67 4
1254 69 3
89.0 71.5
90,0 75.0

Ca-
ondar

EARNINGS PER SHARE A

Mar.3l Jun,30 Sep.30 Dec.3l
Fu
Yoa r

20'12
2013
2014
2015
2016

06 28 53 31

07 37 44 24

04 34 I88 28

23 36 59 32

17 42 67 34

118
112
254
150
160

Ca-
onda f

QUARTERLY DIVIDENDS PAIO B¡

Mâr3l .hrn 30 Sen-30 Dec 3l
Full
Yea r

69
71

Jose Water should be able to do well
despite the severe water restrictions insti-
tutèd by the California State Public Utility
Commission. In the past, utilities profita-
bility depended on lhe amount of water
thaL was sold. Based on the new arrange-
ment, utilities receive a fixed charge for
their services
The company's earnings are much
better than they appear. Last year's tal-
ly was inflated by a one-time gain as
sêveral years of accrued expenses were
reimbursèd in the third period. In the first
half of 2015, SJW's share net was running
well ahead of 2014's levels While com-
parisons will be negative for the remain-
der of the year, we think that share net
will come iñ at a healthy $1.50. ln 2016,
we estimate that the bottom line will in-
crease $0.10 a share, to $1.60 This solid
increase will be due in part to a thriving
service area, which includes Silicon Valley.
The construction program will remain

an Jose Water
n replacing old
r facilities. In-
1l not be suffi-
ital outlays, so

the company will have to depend to some
extent on new debt and equity offerings.
As a result, some of SJW's financial
metrics may deteriorate to some degree,
but should remain in an acceptable range.
Shares of SJW have not done as well
as other regulated water utilities'
Since our July report, volatility in the
markets increased and the S&P 500

the recent poor showing relative to its
peers, SJW'S long-term appreciation poten-
tial is better than that of most other
water utilities.
.Iames A F(ood October 16, 2015

2011
2012
2013
2014
2015

173

1825
1875
1950

173
1775

1875

173
1775
1825
1875
1950

173
1775
182s
1875
1950

Bt
85
20
55
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Percent
shares
traded
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4

I 8.20201 609 2010 zo11 2U12 zu't:2002 2003 2094 ZUU5 2006
4.85

1.75

1.15

.80

136
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57

3t5
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400
150
100
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"Cash Flow" per sh

Earnings persh a

Div'd Decl'd persh e
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57

48

289
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49
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64
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112
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77
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'1 69
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692
U3

719
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line
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Avg Annl P/È ñailo

Relal¡ve P/E Ralio

Avg Ann'l D¡v'd Yield

22.5

1.40

3.2%

219
146

3 60/o

2U.t

1,32

3.5%

'¿3,C

150
31%

244

155

3 1olo

zþJ
148

280/o

23.1

1.22

2.80/o

Bold l¡g

esli¡

118
9'1

4 4ok

26.9

1.47

3.390

245
140

x20k

25t
'1 36

3 1o/o

'¿6.:5

1.40

2.90k

ót¿
168

254/o

30.3

L61

2.80/o

246
148

35%

50.0

12.5

Revenues ($mill)

Net Profit l$millì

58.0

14.0
390
89

406
91

414
93

424
97

459

115

48,0

11,5

268

58

287
61

314
64 64

370

75
32,5%

1.0%

29 6Yo

1 8o/o

27.5%

1.0%

24,5%

1,0%

lncome Tar Rate

AFUDC % to Net Ptofit
36 50/6

36%

36 1%

10 1To

31 9Yo 38 5%

1 20k 1 1o/o

37 6%

1 1o/o

37 6Vo

8To

36 7olo 34 4o/o

7 2o/o

4t.v/o

52.0%

46 OYo

54 090

451%

54 9%

44 8%

5520k

44.0%

56.0%

46.0%

54.0%

Long-Tem Debt Ral¡o

Common Equity Ratio
44.1%

55 990

48 3%

51 7o/o

46,50/o

53 5%

54 5olo

45 5o/o

457%

54,3%

48 3%

51 7o/i

47 1Yo

5290/o

220

280

8,0%

1802
233 0

6 40k

184 I
2403
6 4o/o

188.4

2442

650/o

189 4

¿7J ¿

7 4o/o

200

260

7.0%

205

265

t.s%

Total Capital ($mill)

Net Plant ($mill)

Return on Total cap'l

90.3

155.3

8.4T0

'126.5

174.4

6.20/o

1257

191 6

6.70/o

153 4

211 4

570/o

160 1

2220
62%

116 4

228 4

6 570

10.5%

10.5%

11.5%

11.5%

Return on Shr Equity

Return on Com Eouitv

12.0%

12.0%
E 6Yo

8.6%

9 8Yo

98%

95%
95%

I 3o/o

9 30/o

9 3o/o

93%

11 0o/o

11 00k
11 60/0

11 60/o

93%

93%

I 590

95%

920/o

920/o

CAPITAL STRUCTURE as of 6/30f15
Totâl DEbt $84 I mìll DUE in 5 Yrs $30 5 mill
LT Dobt $84 I mill LT lntorest $5 1 mill

(440lo of Cap'l)
P€ns¡on Assets 12l14 $30 6 m¡ll

Obl¡g. $40I mill

Pfd Stock None

Common Stook '12,866,94ô shs
as of 8/4/'15

MARKET CAP: $276 million (SmallCap)
3.5%

69%
2.4o/o

740/o

2 4Yo

740/o

3 9Yo

64To

3,5%

67%

4,5%

63%

Retained to Com Eq

All Oiv'ds to Net Prof
22Yo

770/o

11%
820/0

14%
85%

1.9%

7ïok

2.70/o

720/o

2 5o/o

73%

30%

740/o

BUSINESS: The York Waler Company is lhe oldest inveslor-owned

regulated water ulility in the United Slates lt has operated ænl¡n-

uously since 1816 As of Deæmbet 31,2014, the company's aver-

age daily availability was 35 2 million gallons and its serv¡æ teri-
lory had an est¡mated population of 190,000 Has more than 65,'100

customers Residential customers acmunted for 63% of 201 4 reve-

nuesi commercial and induslrial (290lo)t other (80/o) ll also provides

sewer billing seruices lncorporated: PA York had 106 full-time em-

ployees at 12131/14. PresidenUCEO: Jeírey R. Hines Of-

ficers/d¡rectors own 1.1% oÍ lhe common slock (4/15 proxy) Ad-

dress: 130 East lvlarket Skeet York, Pennsylvania 17401 Tele-

phone: (717) 845-3601 lnlernel: Myorkwateræm

CURRENT POSITION
(tMlLL.)

Cash Assets
Accounts Receivable
lnventory (Avg Cost)
Other
Current Assets

60 43 4.4
78 59 68

76 15 1,0
38 40 43
7.88

3.1 49 40
152 1't2 101

Current L¡ab

Accts Payable
Debt Due
Other

2013 2014 6lg0116

18 16 24

Yrs, 6 Yrs. to '10120
45% 30% 65%
70vo 65% 60%
55% 60% 65%
40lo 25% 6.5%
65Vo 45Vo 30%

ANNUAL RATES PAST PASI EST,d'12],I4
ofchanga (p€r sh) 10

Revenues
"Cash Flow"
Earnings
Dividends
Book Value

Fu
Yoer

Ca-
sndar

oUARTERLY REVENUES ($ mill,)

Mar.31 Jun.30 Sep.30 Dec.3l

2012
2013
2014
20t5
2016

104
107
115
12.5
13.0

96
101
10ô
112
11.5

10.4 11 0
107 10 I
118 120
'1't.9 12,4
12.5 13.0

41 t
42¿
45(
48t
501

Fu
Ysa r

Cal-
6ndar

EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31

2012
2013
2014
20't5
2016

15 17 22 18

17 18 \9 21

16 22 23 28

20 22 25 23

20 26 28 26

72

89
.90

1.00

Fu
Yoar

Cal-
ondar

QUARTERLY DIVIDEt,{DS PAID B

Mar.3l Jun.30 Sep.30 Dec.31

York Water's earnings were flat in the
second quarter. This broke a string of

last quar(er's spike in expenses was the
start of a trend. Actually, the company
had been successfully reining in costs, and
we think this should continué. All told, the
company's share net may jump l7%", ot
$0. 1O, to $ 1.00.

of the second quarter. We think York may
buy back 4%o of its outstanding shares to
raise its the debt ratio.
York is the smallest regulated utility

level is sustainable through 2O78-2O2O
These shares are ranked to perform in
line with the broader market aver-
ages over the next six- to lz-month pe-
riôd. Due to the equity outperforming the
S&P 500 by almost 700 basis points since
mid-July, it has below-average long-term
total return potential.
James A. Flood October 16, 2015

2011
2012
2013
2014
20't5

131
134
138
1431
1495

131

134
138
1431

131

134
138
1431
1495

131
'134

'138

1431
1495

521

531

571

B+
85
50
95

Pr¡co Growth
Stabil¡ty
Pofsislgnce

To subscribe call 1-800-VALUELINE

VALUE
LINE

earnÌngs Next earnings report due

(B) Dividends hisloriælly paid in mid-January,
April, July, and Oclober

tor splits



MFR 6.4.4
Workpaper PMA-s

Page I of11

SUEZ Water Delaware Inc.

Summary of Risk Premium Models for
The Proxy Group of Eight Water Companies

Predictive Risk
Premium Model'"
[PRPM*) [1)

Risk Premium Using
an Adjusted Total
Market Approach [2)

The Proxy Group of
EightWater
Companies

70.97 o/o

9.93 o/o

70.42 o/oAverage

Notes:

[1) From page2 of this WorkpaPer'

[2) From page 3 of this Workpaper.



The Proxv Groun of Eieht Water Companies

Indicâted ROE

Derived by the Predictive Risk Premium Model (11

t1l l2l t3l i4l

MFR 6.4.4
Workpaper PMA-5

Page 2 oÍ 11

t6l Í71

The Proxy Group of Eight Water
Com¡anies

LT Average
Predicted
Varia nce

Spot
Predicted
Variance

Average
Predicted
Variance

GARCH

Coefficien
t

tsl

Predicted
Risk Premium

Indicate
d ROE

(41
Risk-Free
Rate [3]

3.70o/o

NM

3.7 0o/o

3.70o/o

3.70o/o

3.70o/o

3.70o/o

3.70o/o

American States Water Co.

American Water Works Company Inc

Aqua America lnc
California Water Service Group

Connecticut Water Service lnc
Middlesex Water Co.

SIW Corp

York Water Co.

Notes:

t1l

(2)

t3)
(41

0.39o/o

NM
0.460/o

0.31o/o

0.28o/o

0.27o/o

0.42o/o

0.44o/o

0.360/o

NM

0.3!o/o

0.27o/o

0.27%
0.25o/o

0.37o/o

0.35%

0.38%
NM

0.390/o

0.29o/o

0.240/o

0.Z6Vo

0.39o/o

0.40o/o

7.70\96
NM

2.26204
t.79781
7.7835r

2.0801
1.35536
2.00736

8.04o/o

NM

ll.l2o/o
6.44%
5.260/o

6.690/o

6.53o/o

I0.04o/o

!1.74o/o

NM

74.82o/o

IO.l4o/o

8.960/o

10.39%
IO.23o/o

73.7 4o/o

Average

Median

Average of Mean and Median

_11.43%_

-_t039%_

IO.9Io/o

The Predictive Risk Premium Model uses historical data to generate a predicted variance and a

GARCH coefficient. The historical data used are the equity risk premiums for the first available

tradingmonthasreportedbyCRsP@Data@1926throughNovember2015. CenterforResearchin

Security Prices, The University of Chicago Booth School of Business and Bloomberg Professional

Service.

[1+[Column [1] 
* Column [z]l ^t'J - 1.

From note 2 ofWorkpaper PMA-6'

Column [3] + Column [4].
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SUEZ Water Delaware Inc'
Indicated Common Equity Cost Rate

Through Use of a Risk Premium Modeì

Using an Adjusted Total Market Approach

Line No.

Notes

L

2.

3

4.

5.

6.

Prospective Yield on Aaa Rated

Corporate Bonds [1J

Adjustment to Reflect Yield SPread

Between Aaa Rated Corporate
Bonds and A Rated Public
Utility Bonds

Adjusted Prospective Yield on A Rated

Public Utility Bonds

Adjustment to Reflect Bond
Rating Difference of Proxy GrouP

Adjusted Prospective Bond Yield

Equity Risk Premium [4J

Risk Premium Derived Common

Equity Cost Rate

The Proxy Group of
Eight Water
Companies

4.79 o/o

0.33 (2)

S.LZ o/o

0.1e t3)

5.31 o/o

4.62

9.93 o/o
7

(1) Consensus forecast of Moody's Aaa Rated Corporate bonds from Bìue

Chip Financial Forecasts [see pages 9-10 of this Workpaper).

(2) The average yield spread of A rated public utility bonds over Aaa

rated corporate bonds of 0.33% from page 4 of this Workpaper.

t3) Adjustment to reflect the A2 / A3 Moody's LT issuer rating of the

proxy group of eight water companies as shown on page 5 of this

Workpaper. The 0.19% upward adjustment is derived by taking 1/6
of the spread between AZ and A3 Public Utility Bonds (1/6 * 1"t3o/o =

0.79o/o) as derived from page 4 of this Workpaper.

t4) From page 7 of this WorkPaPer.
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SUEZ Water Delaware Inc'

Interest Rates and Bond Spreads for
Mood!¡'s Corporate and Public Utility Bonds

Selected Bond Yields

t1l l2l

Aaa Rated
Corporate Bond

A Rated Public
Utility Bond

t3l

Baa Rated Public
Utility Bond

Average 4,03 o/o 4.36 o/o

Selected Bond Spreads

A Rated Public Utility Bonds Over Aaa Rated Corporate Bonds:

Baa Rared Public utility Bonds over A Rated Public utility Bonds:

Notes:

[1) Column [2] - Column [1]'
[2) Column [3] - Column [2].

Source of Information:
Bloomberg Professional Service

Nov-15
Oct-2015
Sep-2015

4.06 o/o

3.95
4.07

4.40 o/o

+.29
4.39

5.57 o/o

5.47
5.42

5.49 o/o

0,33 o/o (l)

1.13 o/o (2)
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SUEZ Water Delaware Inc.

Comparison of Long-Term Issuer Ratings for
The Proxy Group of Eight Water Companies

Moody's
Long- Term Issuer Rating

November 2015
Long- Term lssuer Rating

Standard & Poor's

November 2015

Long-
Term
Issuer
Rating

Numerical
Weighting[1J

Long-
Term
Issuer
Rating

Numerical

The Proxy Group of Water Companies

American States Water Co. (2)
American Water Works Company Inc. [3)
Aqua America Inc (4)
California Water Service Group (4)

Connecticut Water Service Inc (5J

Middlesex Water Co.

SJW Corp [6J
York Water Co.

A2
A3

NR
NR
NR

NR
NR
NR

Average __42/41_

Notes:

6.0

7.0

5.0
6.0

5.0
5.0
6.0
6.0

6.0
7.0

A+
A

A+
A+
A
A
A
A.

5.8A65

t1l
(2)
(31

(41

tsl
(6)

From page 6 of this Workpaper.
Ratings that of Golden State Water Company.

Ratings that of New f ersey and Pennsylvania American Water Companies.

Ratings that of California Water Service Company.

Ratings that of Connecticut Water Company.

Ratings that of San Jose Water Company.

Moody's Investors Service

Standard & Poor's Global Utilities Rating Service
Source Information



Moody's
Bond Ratinq

Aaa

Aa1
Aa2
Aa3

Baal
Baa2
Baa3

Ba1
Ba2
Ba3

Numerical Assignment for
Moody's and Standard & Poor's Bond Ratings

Numerical
Bond Weiqhtinq

I
I
10

1

2
3
4

5
6
7

MFR 6,4.4
Workpaper PMA-S

Page6of1l

Standard & Poor's
Bond Ratinq

AAA

AA+
AA
AA-

BBB+
BBB
BBB-

BB+
BB
BB-

A+
A
A-

AI
A2
A3

B+
B
B-

11

12
13

B
82
B3

14
15
16
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SUEZ Water Delaware Inc.

fudgment of Equity Risk Premium for
the Proxy Group of Eight Water Companies

7

2

Line
No.

Calculated equity risk
premium based on the
total market using
the beta approach [1)

Mean equity risk premium
based on a study
using the holding period
returns of public utilities
with A rated bonds (2)

3 Average equity risk premium

Notes: [1) From page B of this Workpaper.

[2) From page 11 of this WorkPaPer'

The Proxy Group of
Eight Water
Companies

5.26 o/o

3.97

4.62 o/o
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SUEZ Water Delaware lnc.

Derivation of Equity Risk Premium Based on the Total Market Approach
Usingthe Beta for

The Proxv Group of Eight Water Companies

Line No. Eouitv Risk Premium Measure

Ibbotson Equity Risk Premiun (1)

lbbotson Equity Risk Premium based on PRPMTM [2]

Equity Risk Premium Based onValue Line
Summary and Index (3)

Equity Risk Premium Based on S&P 500

Companies[4]

Conclusion of Equity Risk Premium (5J

Adiusted Beta (6)

Forecasl.ed Equity Risk Premium

t.

')

3.

The Proxy Group of
EightWater
Companies

5.89 o/o

7.06

7.60

8.68

7.31 o/o

0.72

5.26 o/o

4.

5.

6.

7.

Notes (1J Based on the arithmetic mean historical monthly l'etut'ns on large company common

stocks from lbbotson@ SBBI@ 2015 Market Report minus the arithmetic mean

monthly yield of Moody's Aaa and Aa corporate bonds from 20141. (12.07o/o - 6't8o/o =

S.A9o/o).

(2J The Predictive Risk Premium Model (PRPMJ is discussed in Ms. Ahern's accompanying

direct testimony. The Ibbotson equity risk premium based on the PRPM is derived by

applying the PRPM to the monthly risk premiums between Ibbotson large company

common stock monthly returns minus the average Aaa

and Aa corporate monthly bond yields, from fanuary 1928 through October 20 15.

(3) The equity risk premium based on the Value Line Summary and Index is derived from

taking the projected 3-5 year total annual market retu¡n of 12.39o/o (described fully in

note 1 ofWorkpaper PMA-6 and subtracting the average consensus forecast ofAaa

corporate bonds of 4.79o/o (Shown on page 3 of this WorkpaperJ. (I2'39o/o - 4.79o/a =

7.604/o).

[4J UsingdatafromtheBloombergProfessionalServiceforthes&PS00,anexpectedtotal
return of 13.470lo was derived based upon expected dividend yields and long-term

growth estimates as a proxy for capital appreciation.

Subtracting the average consensus forecast of Aaa corporate bonds o1 4.79o/o results in

an expected equity risk premium of 8.68%. (13'47o/o - 4'79o/o = 8.68o/a)'

(5J Average of Lines 1 through 4.

[6] Average of mean and median beta from Workpaper PMA-6.

Sources of Information:
Stocks, Bonds, Bills, and Inflation - Ibbotson@ SBBI@ 2015 Market Report,

Morningstar, lnc., 2015 Chicago, lL.

tndustrial Manual and Mergent Bond Record Monthly Update.

Value Line Summary and Index

Blue Chip Financial Forecasts, December 1,2015

Bloomberg Professional Services



2 T BLUE CHIP FINANCIAL FORECASTS T DECEMBER 1,2015

Consensus Forecasts Of U.S. Interest Rates And Key Assumptionsr

----Average For Month-:-
Oct. Sep. Aue.
0.12 0.14 0.14
3.25 3.25 3.25

0.34 0.32 0.32
0.1 I 0.13 0.10
0.02 0.02 0.07
0.1I 0.18 0.22
0.26 0.f7 0.38
0.64 0.71 0.70
1 .39 1.49 1 .54

2.07 2.17 2.1',1

2.89 2.95 2.86
3.95 4.0'7 4.04
5.34 5.34 5.19

3.6'7 3 .78 3.74
3.80 3.89 3.9r

4Q
2014
82.6
2.1

0.1

-0.9

2Q
2015
89.9
3.9
2,1

3.0
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t.7

1.2
4.2
1.4
1.2
1.1

1.3

1.5
1.8
2.4
3.0
3.ó
4.8
5.8
4.4
4.7

0.5 0.7
3.5 3.7
0.7 0.9

0.4 0.7
0.4 0.6
0.5 0.7
0.7 1.0

1.1 1.3

1.9 2.0
2.4 2.6
3.2 3.3

4.2 4.4
5.4 5.5
3.9 4.1

4.2 4.4

4Q
2015
0.2

3.3
0.4
0,2

0.1

0.2
0.4
0.8
1.6))
3.0

4.0
5.3
3.7
4.0

Con sensus Forecasts-Quarterly Avg.
IQ 2Q 3Q 4Q rQ

2016 2016 2016 2016
0.9
4.0
1,2

1.0
0.9
1.0
1.3

1.6
2.3
2.8
3.5
4.6
5.7
4.3

4.6
Consensus Forecasts-QuarterlY

4Q lQ 2Q 3Q 4Q lQ
2015 2016 2016 2016 2016 2017

93.4 93.9 94.0
2.5 2.7 2.6
1.8 2.0 2.0
1.7

2017

1.4
4.5
1.7
1.5

1.4
1.5

2.0
2.6
3.1
3.7
4.9

5.9
4.5
4.9

93.9 93.2

2.6 2.5

2.0 2.1
2.4 2.2

92.8
t<
1.3

0.8

600
550
500
450
400
350
300
250
200
150
100
o50
ooo

400

350

300

250

200

150

100

50

o

-50

-1 00

rnteresrRares tä"ffiä'Ht,;o'ffi;
Federal Funds Rate 0.12 0.12 0.12 0.10

Prime Rate 3.25 3.25 3.25 3.25

LIBOR, 3-mo. 0.39 0.36 0.35 0.35

Commercial Paper, l-mo. 0.12 0.10 0.10 0.10

Treasury bill, 3-mo. 0.14 0.13 0.14 0.06

Treasury bill, 6-mo. 0.14 032 0.34 0.28
Treasurybill, 1yr. 0.50 0.49 0.50 0.41

Treasury note, 2 yr. 0.93 0.90 0.88 0.83

Treasury note,5 yr. 1.68 1.68 1.72 1.64

Treasury note, 10 yr. 2.24 2.26 232 2.26

Treasury note, 30 yr. 3.00 3.03 3.09 3.01

Corporate Aaa bond 4.03 4.07 4.ll 4.05

Corporate Baa bond 5.45 5.47 5.50 5.43

State & Local bonds 3.65 3.65 3.74 3.69

Home mortgage rate 3 .95 3.97 3.98 3 .87

4Q
20r3
76.0
3.8
1.8

t.4

2Q
2014
'76.6

4.6
2.2
2.4

3Q
2014
77.8
4.3
1.6

1.2

1Q

2015
89.4
0.6

0.1

-3. I

Latest Q
30 2015

0.t3
3.25
0.30
0.08

0.02
0.12
0.29
0.63
1.4',7

2,tl
2.84
3.86
4.90
3.68
3.80

3Q
2015
91 .8

2.t
1.3

1.6

1Q
2014
77.1
-0.9
1.5

2.1

2yr
Maturities

Key Assumptions
Major Currency Index
Real GDP
GDP Price Index
Consumer Price Index
Forecasts for interest rates and the Federal Reserve's Major Cumency lndex represent averages for the quarter Forecasts for Real GDP, GDP Price Index and Consumer Price

Federal Reserue Release (FRSR) H l5 LIBOR quotes available from The l(all Street Jonrndl lnterest rate definitions are sarne as those in FRSR H l5 Treasury yields are

reported on a constant maturity basis Historical data for Fed's Major Cunency Index is from FRSR H l0 and G 5 Historical data for Real GDP and GDP Chained Price Index

are from the Bureau ofEconomic Analysis (BEA). Consumer Price Index (CP! history is from the Department ofLabor's Bureau ofl¿bor Statistics (BLS)

È

450
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o50

ooo

U.S. Treasury Y¡eld Curve
Week ended November2T, 2O15 and YearAgo vs

4Q 2015 and 1Q 2017 Consensus Forecasts
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Long-Range Estimates:
The table below contains the results ofour twice-annual long-range CONSENSUS survey. There are also Top l0 and Bottom 10 averages for each

variable. Shown are consensus estimates for the years 201 7 through 2021 and averages for the five-year periods 2017-2021 and 2022-2026. Ãpply

these projections cautiously. Few ifany economic, demographic and political forces can be evaluated accurately over such long time spans.

-----------AvcrageForThcYcar----------- Iivc-YcarAvcrages
2017 20la 2019 2020 2021 2017-2021 2022-2026Intercst Rates

I F-cderal Funds Ratc

2 PrinE Ratc

3 LIBOR 3-Mo

4 Comreroial Paper, 1-Mo.

5. Treasury Bill Yeld. 3-Mo

6 'I'rcasury Bill Yeld,6-Mo

7 Treasury Bill Yeld, l-Yr

8 Treasury Note Yeld,2-Yr

l0 Treasury Note Yeld, 5-Yr

ll Treasury Note Yield. lO-Yr

12 'freasury Bond Velcl,30-Yr

l3 Corporate Aaa Bond Yeld

13 Corporate Baa Boud Yleld

14 State & Local Bonds Yield

l5 Ho¡rre Mortgage Rate

A l.RB - Major Cuncrtcy lndcx

B Real Gf)P

C GDP Chained Price lndex

2.O

2.7
l4

2.8
36
2.1

3.4
40
27

CONSTNSUS
Top l0 Avcrage
Bottonr 10 Average

CONSEI\ìSTJS
Top l0 Average
Bottom l0 

^verageCONSU{SUS
Top 10 Average
BoLtom 10 Average

CONSF.,ISUS
Top l0 Average
Bottonr l0 Average

CONSFI{SUS
'I'op l0 Average
Bottorn l0 Average

CONSTNSUS
Top I 0 Average
Bottonr 10 Average

CONStrNST]S
Top l0 Average
Bottorn l0 Averagc

CONSE\SUS
Top l0 Average
Bottonr 10 Average

CONSE\ISUS
Top l0 Average
Bottom l0 Average

CONSU',lSUS
Top I 0 Avcragc
Bottom l0Average

CONSU{ST]S
T'op l0 Average
Bottonì l0 Ave rage

CONSINSTIS
Top l0Average
Bottorn l0 Average

CONSD{SUS
Top 10 Average
Bottonr l0 Average

CONSD"ISUS
Top l0 Average
Bottom l0 Average

CONSENSUS
Top l0 Average
Bottorn l0 Average

CONSU.{SUS
Top 10 Average
Bottonr l0 Average

CONSDISUS
Top l0Averagc
Bottoln 10 Average

CONSOISUS
Top 10 Average
Botlonr l0 Averagc

CONSEAISTJS
Top l0 Average
Bottorn l0 Avcrage

3.4
41
2.8

3.0
37
2,4

3.2
40
23

3.J
4.O

).4

2.9
3.t
22

3.3
38
27

5.0
57
44

6.2
70
55

6.4
7l
57

6.4
70
58

6.0
67
53

6.3
68

5.8
ó5
52

2.3
2.8
l8

3.1
3'7
24

3.3
40
26

3.4
42
2'7

J.6
4l
3.0

3.1
3.8
25

3.5
40
30

tt

26
17

3.5
41
29

3.4
40
29

3.1

36
26

3.4
38
29

3.4
39
29

2.O

2.8
t4

2.8
35
2.1

3.3
40
27

3.3
39
27

3.2
37
26

J.0
3.5

24
2.9
3.6
23

3.2
39
25

2.1

3.0
l5

2.9
36
))

3.4
4.O

2.8

3.3
40
2.6

3.3
38
27

2.3
32
t6

3.4
4I
27

3.5
42
29

3.1

3.8

23

3.5
4.2
29

3.4
4.O

2.8

3.2
39
25

2.5
34
1.8

3.2
40
24

3.5
44
26

3.6
44
2.7

3.3
4l
25

3.7
44
30

3.7
43
30

J.0
38
23

3.6
4.4
27

3.8
4.7
2A

4.O

48
32

4.O

47
33

3.9
48
29

3.6
45
28

4.1

50
3.0

3.4
4.2
28

3.8
47
29

4.2
52
32

4.3
52
3.5

4.0
49
3l

4.3
51
35

4.O

49
33

4.6
57
3.5

4.8
59
37

4.4
53
36

4.9
59
39

4.s
5.5

36

4.8
5.7

39
5.1

57
4s

5.8
65
a)

5.5
6.2
4.9

5.6
63
49

5.8
6.6
49

5.8
6.6
50

5.7
65
50

6.0
ó.8

5.2

6.5
72
57

6.7
76
5g

6.5
74
57

6.8
77
6O

6.7
76
58

6.8
75
60

4.5
50
40

4.9
55
43

5.0
57
4f

5.1
58
44

4.9
56
4.3

5.1

58
44

5.1
5.8

4.4

5.9
6.8

5.0

5.1

58
44

a1

2.5

2,0

2.3
2.6
2.O

2.4
28
20

5.Õ

6.3

48

5.8
67
49

5.7
65
49

6.0
67
52

6.0
6.8
5l

92.8
969
884

91.7
966
866

9'1.2
964
857

90.8
96.4
85 I

9l.l
964
457

9l .s
96,5
8ó.3

90.1
960
84.2

--------Year-Ove r-Yezr', "/" Changc----------
20't7 20la 2019 2020 2021

Fivc-Year Averagcs
2017:2021 2022-2026

2.3 2.2

27 2s
l9 20

2.5 2.4
2.9 28
22 1.8

t,

26
18

2.2 2.3

26 26
f9 l9

2.1

23
1.8

2.1
25
l8

2.1
22
l9

2.O

22
t9

2.1

24
l9

2.1

23
19

2.1

23
t9

2.3
28
20

2.3
27
20

2.3
2s
21

l) Consunrer Price lndex 2.3
27
20
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SUEZ Water Delaware Inc.

Derivation of Mean Equity Risk Premium Based on a Study

Using Holding Period Returns of Public Utiìities

Arithmetic Mean Hoìding Period Returns on

the Standard & Poor's Utility Index 1928-
2o74 (2):

Arithmetic Mean Yield on Moody's A Rated

Public urility Yields 1928-2014

Historical Equity Risk Premium

Forecasted Equity Risk Premium Based on

PRPMTM (3)

Forecased Equity Risk Premium based on
Projected Total Return on the S&P Utiìities
Index (41

Average of Historical and PRPMTM Equity
Risk Premium

MFR 6.4.4
Workpaper PMA-5

Page 11 of 1l

Over A Rated Moody's
Public Utility Bonds

t1l

10.69 o/o

rc.67)

4.02 o/o

4.O7

3.89

3.97 o/o

7.

2.

3.

+.

5

6.

Notes: t1)

(2)

t3l

t4)

Based on S&P Public Utility Index monthly total returns and Moody's Public Utility
Bond average monthly yields from L928-2074'

Holding period returns are calculated based upon income received (dividends and

interest] pìus the relative change in the market vaìue of a security over a one-year

holding period.

The Predictive Risk Premium Model IPRPM) is applied to the risk premium of the

monthìy total returns of the S&P Utility Index and the monthly yields on Moody's

A rated public utility bonds from fanuary 1928 - October 2015.

using data from Bloomberg Professional Service for the S&P utilities Index, an

expected return of 9.07o/o was derived based on expected dividend yields and long-

term growth estimates as a proxy for market appreciation.

Subtracting the expected A rated public utility bond yield of 5.L20/o, calculated on

line 3 of page 3 of this Workpaper results in an equity risk premium of 3'89o/o'

(9.01o/o - 5.72o/o = 3.89o/o)



SlEZl4ÂlcLDelaware lhc,

Indicåþd Comhon Equity cost Rate Through Use

)

t1l Izl t3l t4l tsl Ióì

MFR 6.4.4
Workpaper PMA-6

t8l

Value Line
Adjusted

TradtiDnãl
c^PM Cost

Râte

ECAPM Cosl

RåÞ

t7l

nÁ

9,64 0/o to,z3 0/o

10.23

Indicat€d
Comhon

Equily Cost
Rate (3)

The Proxy Croup ol Eighl Wflter
cohÞanies 8eb

Bloomberg
Adiustêd Beb

Average l,larket Risk Rjsk-Free
Bela Premium (1) Rate (2)

Anìerican Sbtes Wâter Co.

^merican 
Wrter Works CompÂny lnc

Câliforn jã Water Sewice GroùP

Connecficut Water Serv¡ce lnc

Middlesex Water Co.

slw coç

8.31

8.31

8.31

8.31

8,31

a,31

8.31

a.31

069
os2
066
o72

o70
i69
o79
o79

o70
070
075
075
065
a7s
o75
075

o70
0,61

0.71

D,74

068
o.72

o,77

o.77

9.52 0/o

8,77

9.60

9,85

9,35

968
10,10

10.10

10 t4 0/o

9.58

1o,20

10.39

1t.o2

10.26

10.58

10,58

370
370
370
370
370
370
370
370

¡/o o/o 9,ts3 0/¡

9.17

9.90

70 1Z

9.68

9,97

10,34

10.34

10,22 o/o 9,92 t/i
Âverage

[4edian

^verãBe 
ofMeån and [4ed¡ân

D72

962o?L

963

9.94 Vo

9,93 tyn

Notesl

(1)Themarkerriskpremium(MRP)isânaverâgeoffourdifferentneâsures.ThefirslmcasureofÈheMRPderivesthetohlreÞrnonthe
nìârker by âdding rhe rhirtèen-week åverage forecasþd 3-S year câpibl ¡pprec¡atiotr to the th¡rteen-week average expecÞd div¡dehd yield

from Vålue Line Summâry and lndex, The pro¡ected risk-free râte [developed in Note 2) ¡s then subúacted fronì the total retrn to ârr¡ve at

the proiected IVRP, The second measure of MRP is based on Lhe er¡thmetic meåh ofhisLor¡cal nronthly re!urn date oflarge company stocks

less the income return on long-term governmentbonds from 1926-2014âs pubìished by [,lorningshr, lnc The third measureâpPlies the

PRPM ro rhe lbboßon hisÈorical data to der¡ve a pro¡ecÈed MRP. The fourLh heasure uses dab from Bloomberg Professional Services to

derive a tohl proiected return on the S&P 500 by usingexpected dividend yields ¡nd long-tenn growth esbmates as a prory for cap¡hl

ãppÌeciãrioh, The projecþd ilsk-lree I ate is theh subÞâcted lrom the pÌoiecbd bbl rcÞrn b ånive ãtthe Proiecled MRP. The four

meâsures of MRP are illustrãted below:

Meesur e L Value L¡ne Proiected [,lRP (Thirteen weeks ending Novenrber 30, 2015)

D.72

Tobl proiected return on the harke¡ 3 -5 yeâm hence:

Projected Risk-Free Rate (descr ¡bed in Note 2lì

[4RP based on Vâlue L¡ne Summary & Index:

l\4easure 2: lbbobon ArithmeHc Mean MRP ( I c26-20 I 4)

[4easure 3: Appl¡cat¡on ofthe PRPM to ]bbotson H¡slorical Datâl

(lánuãry 1926 - 0cbber 2015)

Measure 4: Bloomberg Pro¡ecÈed MRP

Tobl rébrn ôn thê Mãrketbãsed oh the S&P 500:

Proiected R¡sk-Free RaÈe (described h NoÈe 2l:

MRP based on Bloomberg dâb

Arithmetc lVean Monthly R€turns for Large Stocks1926'20141

AriLhmehc Mean lDcohe Returns oh Lohg_Ter m Governhent Bonds:

MRP bãsed on Ibboboh Historical Dâb:

1207 o/o

5,23

6,A4 ¡,4

a69 0Â

7,94 0/o

12,39 ¡/o

3.70

13,47 tr/o

3.70

977 o/o

Average MRP: a31 o/o

(2)Forreasonsexpla¡nedinthedirecttest¡mony,theâppropriaterisk-freereieforcostofcap¡blpurposes¡st¡eaveregeforecåstoF30yeer
TreasuryBondsperrheconsensusofneerly50economisBreported¡nBlueChipFirìencialForecãsts (Seepages9andl0ofWorkpaper
PMA-51. The proiection otthe risk-free rate ¡s jllustrîted below:

Fourth Quãrter 2015

FirsÈ Quarter 2016

Second Quârter 2016

Th¡rd Quarler 2016

Fourth Quarter 2016

First Quårter 2017

2017-2021

2022-2026

oa

%3,70

3.00

3.2D

3,30

3.50

3.60

3.70

4.50

4-AO

(3) AverageofColumn 6and Coluhh 7

Value Lihe Summâry and Index

Blue Chip Financiel Forecasts, Decehber 1,2015

Stocks, Bonds, Bills, ând lnflal¡on - Ibbotson@ SBBI@ 2015 Mârket RePorL, Ivorningsþr, lnc, 2015 Chicago, lL

Bloomberg Professional sed¡ces

Sources of Informat¡Dn:



MFR 6.4.4
Workpaper PMA-7

Page 1 of 3

SUEZ Water Delaware Inc,
Basis of Selection of the Group of Non-Price Regulated Companies

The criteria for selection of the proxy group of nineteen non-price regulated companies
was that the non-price regulated companies be domestic and reported in Value Line
Investment Survey [Standard Edition).

The proxy group of nineteen non-price regulated companies were then selected based
upon the unadjusted beta range of 0.40 - 0.68 and residual standard error ofthe regression
range of 2.0433 - 2.+369 of the water proxy group.

These ranges are based upon plus or minus two standard deviations of the unadjusted
beta and standard error of the regression, Plus or minus two standard deviations captures
95.50o/o of the distribution of unadjusted betas and residual standard errors of the regression.

The standard deviation of the water industry's residual standard error ofthe regression is

0.0984. The standard deviation of the standard error of the regression is calculated as follows:

Standard Deviation ofthe Std. Err, ofthe Regr. = Standard Error ofthe Regression

JÑ

where: N = number of observations. Since Value Line betas are derived from weekly price
change observations over a period offive years, N = 259

Thus,0,0984 = 2.240L

.Æ18

2.2+01.

22.7596

Source of Information: Value Line, Inc., September 201-5

Value Line Investment Surve]¡ [Standard Edition)



SUEZ Water Delaware Inc,

Basis of Selection of Comparable Risk

Domestic Non-Price Regulated Companies

t1l tzl

Value Line
Adjusted

Beta
Unadjusted

Beta

t3l

Residual
Standard

Error of the
Regression

MFR 6.4.4
Workpaper PMA-7

Page 2 of 3

t4l

Standard
Deviation

of Beta

0,0780
0.0540
0.0603
0.0608
0.078r
0,0659
0.0757
0.0779

The Proxy Group of Eight Water
Companies

American States Water Co.

American Water Works Company Inc
Aqua America Inc
California Water Service Group
Connecticut Water Service Inc
Middlesex Water Co.

SfW Corp
York Water Co.

Average

Beta Range (+ /- 2 std. Devs. of Betal
2 std, Devs. of Beta

Residual Std. Err. Range (+/-2std.
Devs. of the Residual Std. Err.)

0.70
0.70

0.75

0.75
0.65

0.75
0.75

0.75

0.51

0.52

0,56
0.58

0.44
0.57

0.58

0.57

2.5371,

7.7576
1,.9618

L.9789
2.5425
2.L433
2.4636
2.5356

0.73 0.54

0.68

2.4369

2.240I 0,0688

0.40

0.r4

2.0433

Std. dev. ofthe Res. Std. Err 0.0984

2 std. devs. ofthe Res. Std. Err 0,1968

Sourceoflnformation: ValuelineProprietaryDatabaseSeptember-2015



SUEZ Water Delaware Inc.

Proxy Group of Non-Price Regulated Companies
Comparable in Total Risk to

The Proxy Group of Eight Water Companies

t1l lzl

MFR 6.4.4
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l4l

The Proxy Group of Twenty Non- VL Adjusted
Beta

Unadjusted
Beta

t3l

Residual
Standard

Error of the
Regression

Standard
Deviation of

BetaPrice-Reeulated Comnanies

AmerisourceBergen
AutoZone, Inc.
Bard (C.R.)

ConAgra Foods

The Chubb Corporation
Dr Pepper Snapple
Erie Indemnity
Kroger Co.

Laboratory Corp.

Lilly (Eli)
McKesson Corp.
Mercury General
Merck & Co.

Reynolds American
Sherwin-Wilìiams
Silgan Holdings
Target Corp.

TfX Companies
Verisk Analytics
Weis Markets

Average

The Proxy Group of Eight Water
Companies

0.80

0.65

0.80
0.65

0,80

0.70
0.75

0.70

0,80

0,80

0.80
0.70

0.75

0,70

0.80
o.7s
0.70
o.7S

0.75

0.70

0.66

0.42

0.65

0.46

0,65
0.47

0.61
0.s2
0.67

0,63

0.68
0.48

0.56
0.49

0.67

0.61
0.51

0.62

0.55
0.51

2.0585
2.094I
2.797r
2.3634
2.1355
2.7678
2.1003
2.403I
2.t403
2.\421
2.090L
2.47L3
2.1008
2.2573
2.326r
2.4058
2.2786
2.1383
2.7L22
2.4044

0.0633
0.0644
0.0675
0.0726
0.0656
0.0666
0.0646
0.0739
0.0658
0.0658
0.0642
0.0741
0.0646
0.0694
0.0715
0.0739
0.0682
0.0657
0.0649
0.0739

0.74 0.57 2.2lOO 0.0700

0.73 0.54 2.2407 0.0688
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SUEZ Water Delaware Inc,

Summary of Cost of Equity Models Applied to
The Proxy Group of Twenty Non-Price-Regulated Companies

Comparable in Total Risk to
The Proxy Group of Eight Water Companies

Principal Methods

Discounted Cash Flow Model [DCF)

t1)

Risk Premium Model [RPM) [2)

Capital Asset Pricing Model (CAPM)

t3l

Mean

Median

Average of Mean and Median

The Proxy Group
of Twenty Non-
Price-Regulated

Companies

LL99 o/o

71.23

10.36

I7.\9 0/o

77.23 o/o

1L.27 o/o

Notes:

[1) From page 2 of this Workpaper,

[2) From page 3 of this Workpaper.
(3) From page 6 of this Workpaper.



t1l

DCF ResulE for the Prory Croup ol Non-Pr¡ce-Regulared Compan¡es Comparable ¡n Tohl Risk to

Thè Prow Groul ôr Eipht Wâter ComPãhies

l2l t3l Í4t tsl t6l

MFR 6.4.4
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I7l

1.49 o/o

The Prory Group of
Twetrty Non-Price- Averege

Dividend Yield

Proiected Five
Year Crowth in

EPS

Consensús Pro¡ecled
Five Yeer Growlh

Râte ¡n EPs

Zack's Five
Year Proiected
Crowth Rãte in

EPS

Projected Five
Yeár Growth in

EPS

Projecred Five
Yeer crowth
Rate ih EPS

Adjusted
D¡v¡dend

Yieìd

lndicaled
Common Equity

Cost RateResulnted

Amer¡sourceBergen
AuLoZone, Inc
Bärd (c.R.)

ConAgra Foods
The Chubb Corporal¡on

Dr Pepper Snapple

Er¡e lndemnily
Kroger co.

Låboratory Corp,

Lilly (Eli)
McKesso¡ corp,
lVercury Ceneral

Merck & Co

Reynolds Americâh

Sherw¡n-Will¡âms
Silgan Hold¡ngs
Target Corp,

TJX Companies

VenskÄnalytics
Weis Mårkets

Source oflnformåtion:

0.54
2.51
1.A7

2,38
3.35

1.19

2.57

0.63

5,03
3,60
3,39
1.15
1,26
3.09

1.39
0,00
0,51
2,43

1,81
2.29
3.19
1.13
0.00

2,43
0,59

4.42
3.51
3,18
1.0ó
1,22

2,94
1.18
0.00
2.A4

0k 14.00 0/o

13,00
10 00

6.00
s,50

9,00
I 1,00
10 50

9.00

450
15.00

1 1,50
400

12.50
13 00

8,50

9,50
10 00
12.50

2.OO

1523 0Á

12 06
10 24

6.87

4.24
7.23

I0 00
10.60
11ó1
13 83
14,20

7.60
5.0a

14 20
18 30

70 47

11.00
12.14

NA

15.00 %
13 20
11 10

6,60
970
7,70

10.00
9.9D

11 10
72 70
14.00

7,60
6.40

12 80
19 90

7.4D

10 00

11.10
12 60

NA

75,23 %
12.06
10.46
647
s.43

7.23
10 00

10,60
11 62
13 83
14,47

7.60
5.08

14.20
18 30

6,62
10 4?

10.83
12.74

NA

14,87 o/¡

12.S8
10.45
659
622
7.79

to,2s
10,40
10 83
77.22
L4.42

8.5a

5,14
13 43
77 3A

6,44
10 11

70,73
72.51

16.36 0/o

NA

10.99
9.10

8,09
10,17
13,60

11,59
NA

13,79
15 05
13.61

a,7 4
16,42
18.53
770

13.20

1!,97
NA

4.A72.00 2.a7

Mean

Median

Average ofMeen and Med¡an

12,01 0Á

1r.97 0,4

11.99 0/"

NA= NotÀva¡låble
N[4F= Not Meânihgful Figure

companies Sheusesrhe60dãyavereg€pr¡ceahdthespot¡ildicateddividendasofNoveñber30,20l5forherdividendyieldatrdthetrâdius6!hatyieldforl/2theaveråge
proiected growth râre in EPS, which is calculated by averaging the Syear projected growth jn EPS Þrovided by Value Linc, ww reuters.com, www.zacks coh, end

ww.yahoo,com [excluding anyüegåtive growrh rates] ând theD ådd¡ng thatgrowlh ra!e to thê adiusted dividehd yi€ld.

Value Line lnveshenlSurvey
www.reuters,coh Dowhloaded on 11l30/2015
www.zacks.com Downloaded on 11/30/2015
www,yahoo,com Downloaded on 11l30/2015
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SUEZ Water Delaware Inc.

Indicated Common Equity Cost Rate

Through Use of a Risk Premium Model

Usinq an Adiusted Total Market Approach

Line No.

Notes:

I Prospective Yield on Baa Rated

Corporate Bonds (1)

Fourth Quarter 2015

First Quarter 2016
Second Quarter 2016

Third Quarter 2016

Fourth Quarter 2016

First Quarter 2017
2077-2021
2022-2026

Nov-15
Oct-2015
Sep-201 5

Average yield spread
1/3 ofspread

The Proxy Group of
Twenty Non-Price-

Regulated
Companies

5.86 o/o

5.3O o/o

5.40

5.50
5.70
5.80

5.90
6.50
6.80

0.98 o/o

2.

3.

4.

Adjustment to Reflect Bond rating
Difference of Non-Price Regulated
Companies (2) (0.33)

5.53

5.70

Adjusted Prospective Bond Yield

Equity Risk Premium (3)

Risk Premium Derived Common
Equity Cost Rate 11.23 Vo

[1J Average forecast ofBaa corporate bonds based upon the consensus of
nearly 50 economists reported in Blue Chip Financial Forecasts dated

December 1,2015 (see pages 9-10 of Workpaper PMA-51' The estimates

are detailed below.

5.

Average 5.86 o/o

[2] To reflect the Baal average rating of the non-utility proxy group, the

prosepctive yield on Baa corporate bonds must be adjusted downward by

1/3 ofthe spread between A and Baa corporate bond yields as shown

below:

A Corp. Baa Corp.

Bond Yield Bond Yield SPread

Vo

4.33 5.34 1.01

4.43 5.34 0.91

t3l From page 5 of this WorkPaPer

0.33 o/o
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SUEZ Water Delaware Inc.

Comparison of Long-Term Issuer Ratings for the
The Proxy Group of Twenty Non-Price-Regulated Companies of Comparable Riskto

The Proxy Group of EightWater Companies

Moody's
Long-Term Issuer Rating

November 2015

Standard & Poor's
Long-Term Issuer Rating

November 2015

Proxy Group ofTwenty Non-
Price-Regulated Companies

AmerisourceBergen
AutoZone, Inc.
Bard [C.R.]
ConAgra Foods
The Chubb Corporation
Dr Pepper Snapple
Erie Indemnity
Kroger Co.

Laboratory Corp.
Lilly (Eli)
McKesson Corp.
Mercury General
Merck & Co.

Reynolds American
Sherwin-Williams
Silgan Holdings
Target Corp.
TJX Companies
Verisk Analytics
Weis Markets

Average

Source of Information:
Bloomberg Professional Services

Baal

Notes:

[1) From page 6 of Workpaper PMA-S.

Long-
Term
Issuer
Rating

Numerical
Weighting

t1l

Long-
Term
Issuer
Rating

BBB+

Numerical
Weighting

t1l

BaaZ

Baal
Baal
BaaZ
A2

Baal
NR

BaaZ
BaaZ
A2

BaaZ

WR
A2

Baa3
A2
Ba2
A2
A2

Baa3
NR

6.0

10.0
6.0

12.O

6.0

6.0
10.0

7.0

9.0
6.0

10.0
6.0

8.0

9.0

9.0

4.0

8.0

3.0

10.0
6.0

11.0
6.0
5.0

10.0

A-
BBB

A
BBB-

A
BBB+

NR

BBB

BBB
AA-

BBB+
NR

AA
BBB-

A
BB+

A
A+

BBB-
NR

9.0
8.0
8.0

9.0

6.0

8.0

9.0

9.0

6.0
9.0

8.1 7.5
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SUEZ Water Delaware Inc.

Derivation of Equity Risk Premium Based on the Total Market Approach
Using the Beta for

The Proxy Group of Twenty Non-Price-Regulated Companies of Comparable Risk to

The Proxy Group of Eight Water Companies

Line No. EquiW Risk Premium Measure

Ibbotson Equity Risk Premium (1)

Ibbotson Equity Risk Premium based on PRPM [2J

Equity Risk Premium Based on Value Line
Summary and Index [3]

Equity Risk Premium Based on S&P 500
Companies [4J

Conclusion of Equity Risk Premium [5)

Adjusted Beta [6)

Forecasted Equity Risk Premium

I

2

Proxy Group of
Twenty Non-Price-

Regulated
Companies

5.89 o/o

7.06

7.60

8.68

7.3L o/o

0.78

3

4.

5.

6.

7.

Notes

5.70 o/o

[1J From note 1 of page I of Workpaper PMA-S.

[2] From note 2 of page I of Workpaper PMA-S.

(31 From note 3 of page I of Workpaper PMA-S.

[4] From note 4 of page I of Workpaper PMA-S.

(5J Average ofLines 1 through 4.

[6] Average of mean and median beta from page 6 of this Workpaper.

Sources of Information:
Stocks, Bonds, Bills, and Inflation - Ibbotson@ SBBI@ 2015 Market Report Morningstar,

Inc., 2015 Chicago, IL.

Value Line Summary and Index
Blue Chip Financial Forecasts, December L,20Ls
Bloomberg Professional Services



SgEzlryal[cfDelaware Inc,

Tradit¡onal CAPM and ECAPI,I Results For the Proxy CrouF ofNon-Pr¡ce-Reguleled Compani€s ComÞarahle ¡n Toql Risk to

The PÌow CrouÞ ofEiehtWâþr CohÞanies

t1l l2l l3l t4l tsl t6l IT

MFR 6.4.4
Workpaper PMA-8

Page 6 of 6

t8l

Prory Croup ofTwenty Non-Pr¡ce-

Regulated Comp¡nies

Velue L¡ne
Adiusted

Beta
[4arkeERisk Risk-FreeRate
Prehiuh [1] (2)

Trrd¡bonal
c/rPM cost EcAPM cost

Råle

lndicated
Comho¡ Equ¡ty

Cost Rate (3)Bloomberg Bela Beta

Arner¡sourceBergen

Autozone, Inc,

Bard (c.R.)

ConAgra Foods

The Chubb Corporetion

Dr Pepper Snrpple

Er¡e lndemnity

Krog€r Co

Laboratory Corp,

Lilly (Eli)

l\4cKesson Corp,

Mercury Ceneral

lVerck & co

Reynolds Ahericâh

sherwir-Williãms

silBan Holdiìtgs

Târget Corp,

TJX CohFanies

Verisk Anålylics

370
370
370
370
370
3'10

3fî
s70
370
370
370
370
370
370
370
370
370
37î
370
370

080
065
080
065
080
070
075
070
080
080
080
070
o75
070
080
o75
o70
075
075
070

o,79

0,77

0,80

o.67

o,73

0.75

t.73

o.79

0.42

o.77

0,84

0,71

0,83

0.72

0.87

o,79

o.7 4
o.79

o,7a

o,7s

o.77

o.77

o,79

0.68

0,65

0,81

0.72

0.88

0.84

0,73

0.88

o.72

0.91

o,73

0.93

0,83

0,78

0,84

0.80

0.80

A.31 i/o

8.31

8.31

8.31

8,31

I31
8,31

8.31

8.31

8.31

8.31

8.31

8.31

8.31

8.31

I31
I31
8,31

8,31

4.31

10,26 o/ù

9.ó0

10,35

9.27

9,77

9,93

977
10.26

10.51

10.10

10,68

9,60

10,60

968
10,93

10,26

9,A5

10 26

10.18

9,93

L0,70 0/r

70.20

ID76
9.95

10.33

10 45

10,33

10,70

10,89

10,58

11,01

70,20

10.95

7D 26

11.20

10.70

10.39

10.70

1o,64

10,45

10,4A o/o

9.90

10 56

9.61

10.05

10,19

10.05

10,48

10,70

10.34

10.85

9,90

1o.77

9,97

11.06

10 48

to 12

10.48

10 41

10.19

Vo

Meah

Mediân

Aver¡ge ofMenn and Median

o77 10.09

10 14

oÁ

ol¡

1o,57 l¡ 10,33 %

10.61 r/o 10,38 %

1D,59 0/, 10,36 Vo

r7e

0,78 10,12 o/ú

(1) From Workpãper P[.lA-6, note 1.

(2) Froh Workpaper Pl\,lA- ó, hot€ 2,

(3) AverãBe ofCAPM and ECAPM costrâtes,



SUEZ Water Delaware Inc.

Derivation of Investment Risk Adiustment Based upon

t1l tzl

Line No.

1-. SUEZ Water Delaware Inc.

2. The Proxy Group of Eight Water Companies

Market Capitalization on December
37,2074 (r)

I millions )

$ tL3.Z62

$ 2,496.434

[times largerJ

tBl

Decile

Number of
Companies

10

6

_r.El(Al

22.0 x

Applicable Decile of
the NYSE/AMEX/

NASDAO T2ì

tcl

Recent Total Market
Capitalization

t3l

Applicable Size

Premium 13l

5.78o/o

L.7 4o/o

(Dl

Recent Average
Market

Capitalization

t4l

Spread from
Applicable Size

Premium l4l

4.04o/o

Premium

[Return in
Excess of

CAPMJ [2)
I millions J I millions J ( millions )

79t $L4,808,784.27 $77,532.90 -0.360/o

208 $3,247 ,447.9L $L5,6t2.73 0.630/o

198 $7,s79,432.90 s7,976.93 0.970/o

222 $L,042,428.2L $4,695.62 1.060/o

222 $694,747.09 $3,726.79 t.60o/o

272 $585,657.12 $2,153.15 L.740/o

323 $449,325.23 $1,391.10 t.77\/o
427 $333,73L.80 $792.7L 2.750/o

4I3 $773,673.2I $420.52 2.690/o

951 $L35,401.29 $142.38 5.780/o
*From Duff & Phelps 20L5 Valuation Handbook Guide to Cost of Capital

[1) From Page 2 of this Worþaper.
[2) Gleaned from Column [D] on t]re bottom of this page. The appropriate decile (Column [A]) corresponds to t]re

market capitalization ofthe proxy group, which is found in Column 1.

(31 Corresponding risk premium to t}re decile is provided on Column IEJ on the bottom ofthis page.

(41 Line No. la Column 3 -Line No.2 Column 3 and Line No. 1b, Column 3 - Line No.3 of Column 3 etc.. For

example, tle 4.04o/o in Column 4, Line No. 2 is derived as follows 4.04% = 2.690/o - I.7 4o/o.

I
2

3

4

5

6

7

I
9

10Smallest

Notes:

ão*!t
-or"I <@:{rolÐ
-3o¡qt¡
N@À



Exchange

Common Stock Shares
Outstanding et Fiscal

Year End 2014
( milìions )

Totål Common Equity
at Fiscal Year End 2014

t4l

Closing Stock
Market Price on
November 30,

2015

tsl

Market-to-
Book Ratio on
November 30,

zots (2)

t6l

Market
Cepitaliation on

November 30,
201s (3)

t3llzlt1l

SUEZ Waler Delaware Inc.

Market Capitalization ofSUEZ Water Delaware Inc. and

The Proxv Grouo ofEight Water Companies

BookValue per
Share at Fiscal
Year End 2014

t1lCompany

SUEZ Water Delaware Inc

Based upon The Proxy Group of Eight
Water Companies

The Prory Group of Eight Water
Companies

American States Water Co.

American Water Works Company Inc

Aqua America Inc
California Water Servìce Group
Connecticut Water Service Inc

Middlesex Water Co.

SJW Corp
York Water Co.

Average

NYSE

NYSE

NYSE

NYSE

NASDAQ

NASDAQ

NYSE

NASDAQ

NA= Not Availabìe

Notes: [1)
(2)
(31

(41

(s)

(61

Source oflnformation: 2014 Annual Forms 10K

506.801
4,915.591
\,655.343

626.626
210.223
t97.297
360.155
104.563

41,830
57.760
29.350
22.530
36.310
25.630
30.370
23.860

1,601.530
t0,365.725
5,187.704
1,077,069

403.93 5

473.258
676.777
3 06.136

I miìlions )

_ 23!l_(sl 
--{--__11!¿!Lt6l

316.0 o/o

270.9 o/o

313.4 o/o

177.9 o/o

792,1 o/o

209.5 o/o

777.7 0/o

292.8 o/o

234.T o/o S 2,496.434

NA (41 NA

( millions )

48.258 (4) NA

38,2A7

779.+62
776.753
47.806
rL.L25
76.L24
20.287
72.837

13.237
27.397
9.365

13.108
78.897
12.236
77.753
8.150

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

$

62.A34 $ 15.017 $ r,072.074 $ 33,455

Column3/Column1.
Column4/ Column2.
Column5*CoÌumn3.
From SUEZ Water Delaware lnc.'s Annual Report to the Delaware Public Sewice Commission for the year ended December 31, 2014. The

total common equity is derived by multiplying the total capitãlization by the recommended common equity ratio.

The market-to-book ratio ofSUEZ Water Delaware lnc. on November 30,2015 is assumed to be equal to the market-to-bookratio ofThe
Proxy Group olEight Water Companies on November 30, 2015.

SUEZ Water Delaware Inc.'s common stock iftraded, would trade ata market-to-bookratio equalto tbe average market-to-bookratio at

November 30, 2015 ofThe Proxy Group ofEightWater Companies,234.7o/o,and SUEZ Weter Delaware Inc.'s market capitalization on

November 30, 2015 would therefore have been $113.26 million.
Éo*E

-ooX<@XTan7
N3o
s l,¡N(Oè

yahoo.finance.com



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

COMMON EQUITY COST RATES

MFR 6.4.5

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

MFR

6.4 Embedded Cost of Preferred Stock

6.4.5 State what coverage requirements or capital structure

Response:

Not applicable.



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

RATE OF RETURN

MFR 6.5.1

Witness Responsible:

Pauline Ahern

Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

MFR

6.5 Parent-Subsidary Relationship

6,5.1 Where applicant is a subsidiary of a parent corporation, the data provided for in Schedule 44, B, C and D shall be provided for

the parent company or on a consolidated basis as well as for applicant.

Response:

The informatíon provided for the referenced schedules is that of SUEZ Resources, the parent of SUEZ Water Delaware, SUEZ

Resources holds all of the equity in SUEZ Water Delaware, is responsible for all debt, and provides all financing, SUEZ Water

Delaware, as a subsidiary of SUEZ Resources, has no debt of its own. As such, any schedule showing its capital structure would

include 100%



SUEZ Water Delaware

Minimum Filing Requirements of the

Delaware Public Service Commission

RATE OF RETURN

MFR 6.5.2

Witness Responsible:

Pauline Ahern
Delaware Public Service Commission

Company: SUEZ Water Delaware

Docket No.

6.s.2

Response:

MFR

6.5 Parent-Subsidary Relationship

lf applicant proposes to utilize the capítal structure or cap¡tal costs of the parent company, or provide such data on a

consolidated basis, the reasons for this claim must be fully stated and supported.

The Company is utilizing the capital structure and the costs of debt of SUEZ Resources, the parent company of SUEZ Water

Delaware. SUEZ Resources holds all of the equity in SUEZ Water Delaware, is responsible for all debt, and provides all financing.

SUEZ Water Delaware, as a subsidiary of SUEZ Resources, has no debt of its own. As such, any schedule showing its capital

structure would include 100% equity.


